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@ The record of the past 
year has strikingly confirmed 
the evidence of the past one 
hundred and eighty years, 
namely, that the basic prin- 
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A service organization maintained by the 
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Are You Helping to Pay Dividends to 
Stockholders or to Policyholders? 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


am HM 


Offices From the Atlantic to the Pacific 


“ Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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ODD ANGLES OF MODERNISTIC ARCHITECTURE 


CENTURY OF PROGRESS EXPOSITION 


THOSE Attending the Sixty-fourth Annual Meeting of the National Convention 
of Insurance Commissioners Were Among the First to View the Interesting Details 
of the Latest Developments of Building Construction As Exemplified at the World’s 
Fair in Chicago. 
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About the Insurance World 
Brief Review of What Is In the Magazines and In the Mail 


Which Comes to 


INSURANCE 
being so closely 
bound by various 
ties to the general welfare of the 
nation, we are printing below a sum- 
marized list of the results of the 
activities of the recent congress with 
the thought in mind that it will prove 


What Congress 
Has Done 


of continued interest far beyond any 
other item of contemporaneous news. 


Gold hoarding and bank conservation 
act. 

Economy and government reorganiza- 
tion act. 

Beer bill. 

Citizens’ conservation corps bill. 

Agricultural adjustment act. 

Amalgamation of farm credit agencies. 

Voting of $3,000,000,000 for open market 

operation by federal reserve banks in the 
purchase of outstanding government se- 
curities. 
_ Voting of $3,000,000,000 for part fund- 
ing the outstanding current government 
obligations not heretofore converted into 
long-time loans. 

Authority to devalue the gold dollar, but 
not, however, below 50 per cent. 

Authority to receive foreign debt pay- 
ments in silver, up to the amount of $200,- 
000,000 for this vear. 

Voting of $2,000,000,000 for agricultural 
credits. 

Voting of $100,000,000 credits to joint 
stock banks for new loans. 

Voting of $200,000,000 credit for the 
farm loan banks for aiding the reduction 
of farm debts and the redemption of fore- 
closed farms. 

Wagner relief bill, which appropriates 

,000,000—half of which is to be given 
to the states and half to be matched by 
state relief expenditures on the basis of 
one dollar to three. 

Creation of authority to open up and 
develop Muscle Shoals and Cove Creek, 
oo. appropriating $50,000,000 for the 

ork. 

Securities act, which requires the regis- 
tration of all new issues of foreign and 
domestic securities, except those issued by 


the Editor’s Desk 


domestic political units before public sale. 
This is known as the national “blue sky” 
law. 

Public works bill, appropriating $3,300,- 
000,000 for new public works, preferably of 
a self-liquidating character as far as pos- 
sible. 

Partnership with industry bill, amend- 
ing the Sherman antitrust law to an extent 
permitting industries to agree voluntarily 
on codes for the conduct of business under 
government supervision and enforcement, 
including minimum wage, shorter hours, 
and prorated production agreements. 

The $650,000,000 independent offices ap- 
propriation bill, reducing veterans’ com- 
pensation by millions and also reducing 
government salaries and personnel. 

Granting of loans to insurance com- 
panies to aid in preserving their assets. 

Continuation of the gasoline tax for 
another vear. 

Creation of a $2,000,000,000 credit to re- 
lieve the home mortgage situation. 

Providing a railroad coordinator to en- 
force railroad economies and other re- 
forms. 

Levying of $227,000,000 new taxes on 
corporate capital stock and dividends. 

Proposal of the twenty-first amendment 
to the constitution repealing the eighteenth 
amendment on prohibition. 

Local postage rates reduced from 3 to 
2 cents. 

Senate investigations of New York 
Stock Exchange and of private banks. 

Glass-Steagall bill, amending the bank- 
ing laws and providing guarantee of bank 
deposits under the amount of $2,500 after 
Tanuary 1 next. 


Windstorm Windstorm losses for 
Loss the five year period 
Tabulation between 1925 and 

1929 have been com- 
piled by the London Assurance 
Company. The figures include all 
types of windstorms and are based 
on reports of the chief of the 
weather bureau, United States De- 
partment of Agriculture. Although 
they show property losses during 


the period of nearly $265,000,000 
and 4400 lives lost, it is worthy of 
note that the figures are extremely 
conservative since many _ wind- 
storms occur on which losses are 
not reported. 


Mutual 

Convention 
Set for Oct. 
9th to 12th 


THE Executive 
Committee of the 
National Association 
of Mutual Insurance 
Companies has de- 
cided to hold the annual conven- 
tion in Minneapolis between Octo- 
ber 9th and 12th. The Federation 
of Mutual Fire Insurance Compa- 
nies will also meet in the same 
place at the same time, following 
the established custom. 


Audit Reveals THE National Un- 
Compensation derwriter of May 
Premiums 25th states that test 
Uncollected audits conducted in 

a number of states, 
including Minnesota and Califor- 
nia, show that the insurance com- 
panies have not been collecting the 
full premium, which may explain 
why the rates have been inade- 
quate. Five test audits of risks se- 
lected at random disclosed a large 
deficiency in premiums due to low 
payroll figures. 

“The five audits are summarized: In- 
surance company audited payroll, $601,378 ; 
insurance company premium, $14,630; test 
audit payroll, $689,598; test audit pre- 
mium, $19,820, the premium difference be- 
ing $5,190 or 35 per cent of the premiums 
received by the companies. Taking the 
test audit as correct, the deficiency repre- 
sented is nearly 26 per cent of the total 
premium of $19,820 indicated as necessary 
on the risk.” 


Enact New 
Financial 
Responsibility 
Laws 


Financial responsi- 
bility laws pattern- 
ed closely after the 
provisions of the 
American Automo- 
bile Association model law have 
been recently enacted in Minneso- 
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ta, South Dakota, and Pennsyl- 
vania. The Pennsylvania law dif- 
fers from the general laws of this 
type in that it requires the filing 
of a policy by the driver of a car 
in the event of an accident, instead 
of holding the owner of the ma- 
chine accountable. Any policy is- 
sued must not only cover the per- 
son named, but any other person 
driving the car. 


Auto Finance INSURANCE 


Policies companies issuing 
Regulated in open policies of 
New York automobile insur- 


ance to finance 
companies under which certificates 
of insurance are issued in turn to 
New York automobile purchasers, 
have been directed by State Super- 
intendent of Insurance George S. 
Van Schaick to state in the certifi- 
cates the amount of the insurance 
carried, the premium charged, the 
kinds of coverage granted and the 
term of the certificate. 

A formal ruling to this effect was 
issued by Superintendent Van 
Schaick on May 25th. It follows 
in full: 

It is the practice, in connection 
with financed automobiles, for in- 
surance companies to issue to 
finance companies open policies 
under which certificates of insur- 
ance are in turn issued by the 
finance companies to the pur- 
chasers of automobiles. These cer- 
tificates are in most instances 
fairly complete, but it has come to 
our attention that in some cases 
the certificates issued by finance 
companies make no mention either 
of the amount of insurance carried 
on the purchaser’s automobile or 
the amount of premium charged 
therefor. 


The purchaser of the automobile, 
who pays the premium, should be 
in a position to make a proper 
claim in the event of a loss and to 
receive the correct return premium 
in the event of a cancellation. He 
should therefore know the amount 
of insurance carried, the premium 
charged thereon, the kinds of cov- 
erage granted, and the term of the 
certificate, 

Insurance companies writing 
this class of business are accord- 
ingly directed to include the fol- 
lowing information on all certifi- 
cates and/or other evidences of in- 
surance issued to purchasers of 
financed automobiles in New York 
under open policies: 


1. Kinds of coverage given. 
2. Amount of coverage on pur- 
chaser’s automobile. 
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3. Premium charged thereon. 
4. Term. 


THE recent re- 
Opposed commendation of 

the Western Un- 
derwriters Association and_ the 
similar action of the Eastern Un- 
derwriters Association that scorch 
or burn claims due to cigarettes or 
other smoking material should not 
be considered as legitimate claims 
under a fire insurance policy is 
gaining supnort from a large num- 
ber of companies. 

The Automobile of Hartford and 
the Standard Fire are the latest to 
notify their field forces that the 
fire premium does not contemplate 
payment of such losses and that 
the payment of them would force 
the companies to increase rates to 
cover the extra hazard and thus 
work a hardship to the mass of as- 
sureds. 

“It will be our purpose in the fu- 
ture to decline to consider such 
claims and we believe ample sup- 
port will be found for this posi- 
tion,’ Mr. Simpson stated. “In 
view of the evidence we have be- 
fore us a large majority of the 
companies have subscribed to this 
campaign and will be found aggres- 
sively in harmony with what is 
being proposed and will act ac- 
cordingly. Claims for cigarette 
scorch losses do not come under 
our policy contracts and payment 
for such will be declined in the fu- 
ture. 

“A real fire started by a cigar- 
ette will receive the same consid- 
eration as a fire which might have 
been started from any _ other 
cause.” 

Commenting on this announce- 
ment the National Underwriter 
states that adjusters will find it 
necessary to make a number of 
close decisions as to what consti- 
tutes a scorch or burn and what 
an actual fire. Generally it is felt 
that if damage to a chair arm, piece 
of furniture or rug does not extend 
much beyond the area of the cigar- 
ette, cigar or pipe, the claim will 
be denied but if, for instance, the 
articles smoulders and results in a 
burned place of minimum diameter 
upward of two inches, the position 
will be untenable to insist that this 
is only a scorch and it must be con- 
sidered a fire, even though flame 
does not result. 


Cigarette Losses 


Eleven loans ag- 
gregating $1,624.- 
000 were author- 


Reconstruction 
Finance Cor- 
poration Loans 


ized to insurance 
companies by the Reconstruction 





Finance Corporation during April, 
it was disclosed by the monthly 
report just filed with Congress, 
The loans were as follows: 


Maryland Casualty, $750,000; 
Guaranty Life of Iowa, $220,000; 
American Bankers of Illinois, 
$100,000; Consolidated Indemnity, 
$100,000 ; General Casualty of Wis- 
consin, $45,000; Union Fire of Ne- 
braska, $32,000; Amberg Town 
Mutual of Wisconsin, $15,000. A 
loan of $256,000 was authorized for 
the Abraham Lincoln Life, $50,000 
for the National Old Line Life of 
Arkansas and $6,000 for the Nor- 
wegian Mutual Fire of Minnesota 
but the loans were not taken up by 
May 15th. 


Bankrupt Surety Superintendent 
Company Off- Van Schaick of 
cials Are Sued New York has 

filed suit for 
more than $500,000 against 17 
former officials of the Lexington 
Surety & Indemnity Company of 
New York. The Superintendent 
makes charges of waste and misap- 
propriation of funds, improper 
loans, secret bonuses, and issuance 
of false and misleading reports. In 
the complaint Superintendent Van 
Schaick named 17 former directors 
and officers of the company and 
requests the court to compel them 
to account for their acts and to 
hold them responsible for the 
money alleged to have been wasted. 


Heavy In- THE terrific concen- 
surance On tration of values 
Art Exhibits which sometimes 


happens is well illus- 
trated in the case of the Century of 
Progress Exposition at Chicago and 
some of the collateral exhibits being 
held in connection with it. A very 
remarkable collection of paintings 
has been gathered at the Chicago 
Art Institute, many of them al- 
most priceless masterpieces, and 
thev are insured for a total value of 
$8,000,000. At the same time it is 
estimated that other objects of art 
in the Century of Progress grounds 
are insured for at least $2,000,000 
more. The question of coverage 
on the commercial exhibits located 
at the Fair grounds is also giving 
underwriters considerable trouble 
due to the fact that the American 
market is practically filled up. 
Brokers have been obtaining ac- 
commodations lines on_ special 
risks ranging from $2,500 to $10- 
000 for any one company. The 
rates, generally speaking, are not 
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less than 4%. While some of the 
risks involved present a fairly good 
fire risk companies are concerned 
about the conflagration hazard. 


Wisconsin COMPULSORY 
Unemployment unemployment in- 
Insurance surance in Wis- 
Postponed consin industries, 

scheduled to go 
into effect July Ist, was officially 
postponed when Governor Schmed- 
eman recently signed a bill delay- 
ing the effective date. The Wis- 
consin plan was the first adopted in 
any state and it was anticipated 
that its experience would act as a 
guide to others considering the 
same type of coverage. 


So. Dakota THE South Dakota 


Withdraws State Hail Insurance 
From Hail department will start 
Business liquidation on July 


Ist, a law abolishing 
the department becoming effective 
at that date and an effort to post- 
pone or repeal the new law by ref- 
erendum having failed. Insurance 
has already been written on this 
years crop, however, and these 
contracts will have to be carried 
out. The Hail insurance season 
does not close until October 15th, 
but little can be done until that 
time except to endeavor to collect 
past due premiums. 

The assets of the fund are ap- 
proximately $588,000 consisting 
mainly of unpaid premiums. The 
liabilities are about $395,000 and 
consist mainly of sums borrowed 
from the State Sinking Fund. The 
Deputy Hail Commissioner ex- 
presses the belief that most of the 
unpaid premiums will be paid, but 
former Attorney General M. QO. 
Sharpe has predicted that $250,000 
of these premiums will not be paid 
and that the state will have to ap- 
propriate money to the Sinking 
Fund to make good the deficit, 


Union Indemnity Clay W. Beck- 
Agents Ponder ner and S. San- 
Over Letter ford Levy, re- 
From Receiver ceivers of the 
Union Indemni- 
ty Company, have recently sent the 
following letter to all agents of 
that concern, summarizing the sit- 
uation as to cancellation of policies, 
filing of claims, and other matters 
connected with winding up the 
business: 
To Union Indemnity Company Agents : 
_As previously advised you, the under- 
signed were appointed Receivers of Union 
Indemnity Company on January 6th, 1933, 
by the Honorable Judge Michel Provosty 
in the matter entitled “E. A. Conway, Sec- 
retary of State v. Union Indemnity Com- 
pany,” No. 200,442 of the docket of the 
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Civil District Court in and for the Parish 
of Orleans, State of Louisiana. 

In the opinion of our counsel, subject 
to revision by the court of our appoint- 
ment, all policies and bonds of the Union 
Indemnity Company were cancelled by 
operation of law as of the date of Re- 
ceivership. 

It is also the opinion of our counsel, 
subject again to revision by the court of 
our appointment, that, provided the con- 
tract between the Union Indemnity Com- 
pany and any agent prior to receivership, 
was a legal and valid contract, the rights 
of the receivers and the agents with re- 
spect to any rights or liabilities which 
accrued prior to receivership, are to be 
determined by the terms of said contract 
and therefore, subject to the above qual- 
ification, we shall permit: 

(a) Flat cancellation of policies for 
which you were not paid by the assured 
to the extent and under the same condi- 
tions as would have governed flat can- 
cellations had the Company not gone into 
receivership. In each instance the can- 
celled policies must have been returned 
within the period provided for in the con- 
tract and proof furnished as to the non- 
payment of the premium by the assured. 

(b) Pro rata cancellation of policies un- 
der the conditions of the agency contract. 
These cancelled policies must have been 
returned with proof of the date of cancel- 
lation and non-payment of premium by the 
assured. 

(c) No offsets will be allowed. 

Our counsel advise that unearned pre- 
miums on policies are the property of the 
assured. In all cases where the agents or 
brokers contemplate filing claims for un- 
earned premiums on policies for their 
clients, same must be in the form of sworn 
statements substantiated by the policy. If 
the agent desires to file such claim in 
his own name, such proof must be accom- 
panied by a duly authenticated assignment 
of the assured’s claim to such agent. All 
claims must be made on forms supplied 
by the undersigned and, if and when ap- 
proved by the court, they will be classified 
as claims of general creditors. 

All persons having unsatisfied claims or 
demands of any character against the 
Union Indemnity Company, including 
claims for unearned premiums, are re- 
quired to file proof of such claims prior 
to the last day of filing claims which by 
court order has been fixed as September 
30, 1933. A form for filing such proof of 
claim is furnished herewith and an addi- 
tional reasonable supply of such blanks 
will be furnished on request, and upon 
our being furnished with sufficient postage 
therefor. 

In the opinion of our counsel, title to 
all the assets of the Union Indemnity 
Company, no matter where located, is 
vested in the undersigned as statutory re- 
ceivers of the Union Indemnity Company. 
Accordingly, we cannot recognize receiv- 
ers who have been or may be appointed 
in any other state and therefore the pay- 
ment of any money due the Union In- 
demnity Company to any person or per- 
sons other than the undersigned will not 
be recognized by the undersigned.* 

We request that you prepare and send 
to us as promptly as possible an account 
current of the business written through 
your agency in the Union Indemnity Com- 
pany, including business written up to 
January 6th, 1933, and a complete state- 
ment of your account to date. 

We are informed that the New York 
Indemnity Company re-insured the North- 
western Casualty & Surety Company un- 
der date of November 30, 1929. We fur- 
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ther understand that the Union Indemnity 
Company reinsured the business of the 
New York Indemnity Company under date 
of May 31, 1931. 

For your information, we are attaching 
hereto copy of notice being sent by the 
Insurance Department of the State of New 
York, the Superintendent of Insurance of 
New York having been appointed to take 
possession of the property and liquidate 
the business of the New York Indemnity 
Company. 

Yours very truly, 
Clay W. Beckner, 
S. Sanford Levy, 
Receivers for Union Indemnity 
Company. 


* This provision is not applicable in the 
states in which persons appointed therein 
to act as ancillary receivers have entered 
into a contract with the undersigned, duly 
approved by order of the Court appoint- 
ing the undersigned. 


Clay W. Beckner. 
S. Sanford Levy, 
Receivers for Union Indemnity 
Company. 


A similar letter has gone to the 
agents of the LaSalle Fire Insur- 
ance Company, which was affiliat- 
ed with the Union Indemnity. 


LouisG. Weimer LOUIS G. WEI- 
Is Dead MER, formerly 

manager of the 
Improved Risk Mutuals, died June 
5th at his home in Nutley, New 
Jersey, after a short illness. Mr. 
Weimer has been conducting his 
own agency at 49 Wall Street since 
the first of the year. Prior to en- 
tering the agency business, he was 
manager of the Improved Risk 
Mutuals and he is very well known 
among mutual insurance men. He 
is survived by his widow and one 
son. 


Reduce Rates Premium rates for 
onBeerBonds beer bonds were 

; ordered reduced by 
Superintendent George S. Van 
Schaick on May 29th, who held 
that the rates in effect would “pro- 
duce an unjust apd unreasonable 
profit.” The premiums are those 
for surety bonds required by the 
State Alcoholic Beverage Control 
Board and under the schedule ap- 
proved by Superintendent Van 
Schaick will be: $15.00 per year for 
bonds of $250.00; $20.00 per year 
for bonds of $500.00; $25.00 per 
year for bonds of $1,000. 


Allied American THE 
Mutual Changes 
Its Name 


Board of 
Directors of the 
Allied American 
Mutual Automo- 
bile Insurance Company, at a meet- 
ing in Boston, recently, voted to 
change the name of the company to 
the Allied American Mutual Fire 
Insurance Company. The change will 
become effective as soon as the neces- 
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sary papers can be filed with the 
several states. 

Organized on October 9, 1920, Al- 
lied American Mutual has written 
fire and theft insurance on automo- 
biles. When the change in name is 
effected, the company will be pre- 
pared to write fire insurance on 
buildings and their contents in addi- 
tion to the former lines. 

Allied American Mutual is one of 
the associated American companies 
which include the American Mutual 
Liability Insurance Company, the 
oldest and one of the largest writing 
workmen’s compensation, automo- 
bile and other forms of liability in- 
surance throughout the country, and 
the American Policyholders’ Insur- 
ance Company, which writes auto- 
mobile insurance. Executive offices 
are in Boston with branch offices in 
principal cities throughout the United 
States. 

Officers and directors of the Allied 
American Mutual Fire Insurance 
Company, who are also connected 
with the American Mutual Liability 
Insurance Company, are: 

Charles E. Hodges, President; 
Charles E. Hodges, Jr., Vice Presi- 
dent; Henry C. Kneppenberg, Jr., 
Secretary; William H. Conway, 
Treasurer, and Spencer Borden, T. 
lefferson Coolidge, Frederick A. 
Flather, Charles E. Hodges, Charles 
E. Hodges, Jr., Charles C. Hoyt, 
James Duncan Phillips and Edward 
H. R. Revere, directors. Mr. Borden 
is from Fall River; Mr. Flather, 
Lowell; and Mr. Revere, Taunton, 
all others being of Boston. 


Auto Deaths Preliminary reports 
Reduced for the first four 
10% in 1933 months of this year 

indicate that approx- 
imately 7,500 deaths from automo- 
bile accidents have occurred. AIl- 
though this record of deaths is 
nearly 10% under the automobile 
accident fatality toll in the corre- 
sponding period of last year, it is 
believed to be due to the drop in 
the registration of cars rather than 
to more care on the part of drivers 
and pedestrians. 

More defective automobiles have 
been involved in accidents this 
vear than last, according to statis- 
tics which show an increase of 
nearly 9% in this respect and a 
much greater percentage increase 
of defective cars in fatal accidents. 


A Test 
of Brakes 


Working in co-opera- 
tion with police denart- 
ments in the state and 


municipal automobile authorities 


all over the country, the Asbestos 
Brake Lining Association, the na- 
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tional organization of brake lining 
manufacturers, announced on May 
22nd a simplified official code of 
safe stopping distances for automo- 
biles. The safety code covers stop- 
ping distances of cars at 20 miles 
an hour as follows: Four-wheel 
brakes, excellent 20 feet, good 25 
feet, unsafe 35 feet; Two-wheel 
brakes, excellent 30 feet, good 37 
feet, unsafe 45 feet. 


M. B. Dalton SPEAKERS at the 
Discusses Loss American Manage- 
Adjustments ment Association 

Insurance Confer- 
ence on May 16th stressed knowl- 
edge on the part of both insurance 
buyers and sellers of the specific 
needs for protection, a straightfor- 
ward and comprehensive contract 
for providing the protection, justi- 
fiable mutual conference between 
the buyer and seller, and adequate 
coverage and complete concurrence 
of coverage between insurance poli- 
cies, as fundamental bases for sat- 
isfactory settlement of losses with- 
out controversy. The _ speakers 
were George W. Lilly, general 
manager of the Fire Companies 
Adjustment Bureau; M. B. Dalton, 
vice-president of the Liberty Mu- 
tual Insurance Company and H. A. 
Wiley, chief adjuster of the Asso- 
ciated Factory Mutual Fire Insur- 
ance Companies. 


Mr. Dalton said in brief that “too often, 
either through lack of knowledge on the 
part of the buyer or through unreason- 
able reliance on the advice of the seller, 
losses have been sustained before the need 
for protection designed to cover ade- 
quately the specific needs of the buyer was 
realized.” “The need for greater atten- 
tion, more study, and a more comprehen- 
sive knowledge of the kinds of protection 
needed, on the part of the buyer,” he said, 
“ig apparent. The greatest need, there- 
fore, is for better trained insurance sellers 
and better trained insurance buyers.” 

The second fundamental, according to 
Mr. Dalton, is a series of contract forms 
which as simply and comprehensively as 
possible cover each specific need. “Our 
changing industrial world has created vast 
new fields for insurance protection which 
have to a large extent been met by insur- 
ance carriers with adequate new policy 
forms. Much remains to be done, how- 
ever, and the companies generally will 
welcome intelligent and constructive crit- 
icism of insurance buyers to the end that 
co-operative effort may produce contracts 
mutually understandable and subject to a 
minimum of controversy in the settlement 
of any loss thereunder.” 

In concluding his speech, Mr. Dalton 
said: “It still is necessary that there be a 
spirit of mutual confidence as between 
buyer and seller and that this confidence 
be based on the utmost good faith on both 
sides. Far too many insurance sellers have 
been interested too much in premium vol- 
ume and far too many buyers have been 
interested too much in driving a sharp 
trade in a loss settlement. There appears 
to be too general a lack of appreciation on 
the part of buyers that in the last analysis 


the buyers as a group stand whatever 
losses are paid and that rates which are 
high can only be reduced by the preven- 
tion of loss.” 


Canadian Su- 
perintendents 


Hon. R. Leighton 
Foster, secretary of 
to Meet in the Association of 
Toronto Sept. Superintendents of 
5th to 7th the Provinces of 

Canada, has_ sent 
out the following announcement: 


“The Sixteenth Annual Conference 
of the Association will meet at the 
Royal York Hotel, Toronto, Ontario, 
on September 5th, 6th and 7th, 1933. 
Present advices indicate that every 
province will be represented by its 
Superintendent of Insurance, or other 
officials responsible for the adminis- 
tration of its insurance statutes, at 
the Conference. 


“The agenda and advance pamphlet 
copies of reports of standing and spe- 
cial committees will be available for 
distribution at a later date. It is antici- 
pated that the proposed amendments 
to the Uniform Life Insurance Acts 
will be ready for final consideration 
and that the Special Committee ap- 
pointed to review the Uniform Fire 
Insurance Acts and all proposed 
amendments, looking to uniform ac- 
tion on any desirable amendments in 
1935 or 1936 will present its first 
report. 

“The public, including representa- 
tives of insurance interests, will be 
welcome at all sessions of the Con- 
ference other than private executive 
sessions. No general invitation other 
than this announcement will be issued. 

“The place and date of the Confer- 
ence have been so fixed to coincide 
with the annual meetings of the Con- 
ference of Commissioners on Uni- 
formity of Legislation in Canada, and 
the Canadian Bar Association, to be 
held in the city of Ottawa during the 
preceding ten days.” 


Casualty The fourth regular 
Actuaries meeting of the Casual- 
Hold ty Actuarial Society, 
Meeting was held in New York 


on May 26th. Paul 
Dorweiler, Actuary of the Accident 
and Liability Department of the 
Aetna Life Insurance Company 
and President of the Society, pre- 
sided. 

Papers were presented on avia- 
tion casualty insurance, on com- 
pensation insurance, on unemploy- 
ment insurance and on American 
remarriage tables. The paper which 
secured the most attention was that 
by W. W. Greene, Vice-President 
of the General Reinsurance Corpo- 
ration, titled: “Is the Rate Making 
Plan the Chief Trouble with Com- 

(Continued on Page 28) 
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Commissioners’ Convention Sets Record 


Sixty-fourth Annual Meeting Attracts Largest Attendance and 
Considers Many Important Problems 


F all conventions which are in- 
O cident to the insurance busi- 
ness the annual meeting of the 
National Convention of Insurance 
Commissioners generates by far the 
most interest. Where the Commis- 
sioners gather, there the elite of the 
insurance fraternity follow and this 
was notably true in connection with 
the recent session held at the Edge- 
water Beach Hotel in Chicago. Presi- 
dents of companies, actuaries, agents, 
brokers, and miscellaneous personnel 
of the business in general filled the 
corridors, sat expectantly in the 
meetings, and held their breath while 
executive sessions were in process of 
deciding matters of hair-trigger deli- 
cacy. The attention of pretty much 
of the entire financial world was cen- 
tered on what this convention might 
do concerning valuations of securi- 
ties, life insurance moratoria, inter- 
locking directorates, investment poli- 
cies, liquidations and plans for the 
conservation of company expense. 
Possibly because of the extreme 
importance of the 1933 annual meet- 
ing controversial matters had appar- 
ently been well ironed out before the 
Sessions began and the open meet- 
ings, at least, of the convention were 
marked by a harmony which reflected 
great credit on the desire of the com- 
missioners to cooperate on plans for 
the welfare of the public. 


ae 


NUMBER of forward steps 

were taken as a result of reso- 
lutions offered by committees, Prob- 
ably the most vital was the approval 
by the Convention of the definition 
of marine underwriting powers 
which was presented to it by the in- 
surance carriers, who laid their dif- 
ferences aside and presented an 
agreed upon definition to the sub- 
committee on marine insurance which 
Was considering this problem. This 
should end the conflict that has ex- 
isted between that branch of insur- 
ance and the fire and casualty com- 
panies, particularly since under the 
new definition the marine underwrit- 
ers give up their right to issue the 
personal property floaters, which 
have been the cause of so much con- 
troversy. A standing committee of 
three commissioners was appointed 
to define and interpret the powers 


outlined in the definition so that there 
would be a court of appeal in any 
case of dispute between the com- 
panies. This subject is considered 
more fully on another page. 

The report of the committee on 
valuations was eagerly awaited by all 
of those attending the Convention. 
It was felt that a delicate subject had 
been handled satisfactorily when the 
Convention voted to give the com- 
mittee authority to determine a new 


ard of valuation of securities listed in the 
statements of insureds for the year 1933, 
prior to the December meeting of the 
Convention in order that the valuation 
book may be printed promptly, therefore 
be it 
“RESOLVED, that the Committee on Valu- 
ation of Securities is hereby authorized, 
with the approval of the Executive Com- 
mittee, to fix such basis and determine 
such standards, be it 
“FurTHER REeEsoLvep, that the Commit- 
tee on Valuation of Securities is hereby 
authorized to contract for the necessary 
valuation work and the printing and dis- 
tribution of the valua- 











GARFIELD W. BROWN and DAN C. BONEY, 


President and First Vice-President of the National Convention 
of Insurance Commissioners. 


basis for report at the meeting in 
December. The committee’s action 
is to be subject to the approval of the 
executive committee of the Conven- 
tion. The resolution as adopted fol- 
lows: 


“WHEREAS, it appears that it will be 
necessary for this Convention to fix the 
basis to be used for determining the stand- 


tion books with such 
— corporation, firm, or in- 
ae dividual which is found 


most acceptable by such 
committee.” 


THER import- 
ant resolutions, 
presented to the 
Convention by the 
proper committee 
and adopted by it, 
were those urging 
the individual com- 
missioners to recog- 
nize premiums in the 
possession of agents 
as trust funds and 
recommending that 
they require quar- 
terly reports of the 
companies as to all 
agents and brokers 
delinquent in the 
transmission of bal- 
ances ; endorsing the 
action of the presi- 
dent in appointing a 
special committee of 
commissioners to act 
to protect the inter- 
ests of holders ot 
bonds guaranteed by 
the National Surety 
Company ; endorsing 
the action of the fire 
insurance companies 
in eliminating un- 
necessary fire and 
tornado policy forms 
and continuing the 
present committee on conserva- 
tion and reduction of expenses as a 
standard committee of the organiza- 
tion. This committee, headed by 
Colonel Howard P, Dunham of Con- 
necticut, will continue its investiga- 
tion of company expense. 
The Convention, after considering 
the question in executive session, en- 
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dorsed the action of President Brown 
in appointing a special protective 
committee of commissioners for the 
National Surety bondholders. 

There was a record attendance, 44 
states being represented by commis- 
sioners and deputies and two of the 
provinces of Canada sent the execu- 
tives of their insurance departments. 
The city of Chicago, being not only 
a central location, but the site of the 
Century of Progress World’s Fair, 
added its attraction to the natural in- 
terest engendered by a post-depres- 
sion convention and with the com- 
missioners came their wives and 
daughters. The same circumstance 
applied to other men attending and 
few gatherings in the history of 
the organization could boast of so 
many registrations and, indeed, it is 
doubted if any former convention 
could approach this one in numbers. 

Representatives of State 
registered included: 
Arizona 

Geo. A. Brown, Insurance Director 
Arkansas 

Commissioner W. A. Gentry 
Alabama 

Superintendent Chas. C. 
California 

Commissioner E. Forrest Mitchell 
Colorado 

Commissioner Jackson Cochrane 
Connecticut 

Commissioner Col. Howard P. Dunham 

R. D, Braman, Claim Examiner 

G. Wyman Carroll, Jr., Mgr. of Security 

Division 
Delaware 

Commissioner Jas. G. Shaw 

John F, Cloud, Secy. 
District of Columbia 

Superintendent Herbert L. Davis 
Georgia 

Commissioner W. B. Harrison 

Deputy Commissioner Lewis A. Irons 

John A. Copeland, Consulting Actuary 

J. D. Bansley, Examiner 
Illinois 

Superintendent Ernest Palmer 

Mrs. Gladys V. Raleigh, Secy. 

R. T. Nelson, Deputy 

R. R. Haffner, Actuary 

Chase S. Conover 
Indiana 

Commissioner Harry E. McClain 

Deputy Commissioner H. O. Mountjoy 

DeForrest W. Grier, Chief Examiner 

Harold G. Walton, Actuary 
lowa 

Commissioner E,. W. Clark 

J. W. Kimball 
Kansas 

Commissioner Chas. F. Hobbs 
Kentucky 

Commissioner G. B. Senff 

W. P. Tate, Actuary 
Louisiana 

B. Werkenthin, Actuary 
Maine 

Commissioner Wilbur D. Spencer 
Maryland 


Departments 


Greer 


Deputy Commissioner Hazelton A. 
Joyce, Jr. 
Massachusetts 
Commissioner Merton L. Brown 
Michigan 


Commissioner C, E, Gauss 
Deputy Commissioner H. B. Corell 
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Minnesota 
Commissioner Garfield W. Brown 
Mississippi 
Commissioner George D. Riley 
Missouri 
Superintendent Joseph G. Thompson 
Montana 
Commissiorer John J. Holmes 
Ray Nagle, General Counsel 
John W. Mountjoy, Fire Marshal 
Nebraska 
Mrs. M. A. Fairchild, Deputy Insurance 
Director 
New Jersey 
C. A. Gough, Deputy Insurance Com- 
missioner 
New York 
Superintendent George S. Van Schaick 
Thomas J. Cullen, Deputy Superintendent 
Samuel R. Feller, First Deputy Superin- 
tendent 
Albert N. Butler, Assistant Special Dep- 
uty Superintendent. 
Alexander Foster Jr., Counsel 
Howard C. Spencer, Counsel 
Charles Hughes, Chief of the 
Bureau 
Nelson B. Hadley, Chief of Life Bureau 
Charles E. Rvan, Chief Examiner 
Charles A. Wheeler, Chief Examiner 
J. J. Magrath, Chief Examiner 
North Carolina 
Commissioner Dan C. Boney 
J. D. Reeder, Actuary 
North Dakota 
Commissioner S. A. Olsness 
Deputy Commissioner A. R. Aslakson 
F. E. Tunell, Mgr. State Bonding Fund 
Insurance Dept. 
Gust Sanders 
Ohio 
Superintendent Chas. T. Warner 
Deputy Superintendent Theo. H. Tange- 
man 
Walter A. Robinson, Actuary 


Audit 


Oklahoma 

Commissioner Jess G. Read 
Oregon 

Commissioner A. H. Averill 
Pennsylvania 


First Deputv Commissioner Chas. H. 
Graff 
Rhode Island 
Commissioner Oscar L. Heltzen 
Deputy Commissioner R. S. Burlingame 
South Carolina 
Commissioner Sam. B. King 
South Dakota 
Commissioner C. R. Horswill 
Tom Scanlan ‘ 
Tennessee 
Commissioner Joseph S. Tobin 
Texas 
Life Insurance Commissioner and Chair- 
man of the Board R. L. Daniel. 
Casualty Insurance Commissioner W. S. 
Pope 
Fire Insurance Commissioner Raymond 
S. Mauk 
Utah 
Commissioner E, A. Smith 
Vermont 
Commissioner R. C. Clark 
Virginia 
Superintendent George A. Bowles 
State Corporation Commissioner of Va. 
Thomas W. Oczlin 
Washington 
Commissioner William A. Sullivan 
Denutvy Commissioner Ivan Merrick 
W est Virginia 
Commissioner Edgar B. Sims 
Deputy Commissioner Harlan Justice 
Wisconsin 
Commissioner H. J. Mortensen 
H. T. Wolberg, Actuary 
Wyoming 
Commissioner Theo. Thulemeyer 


Canada 

Superintendent B. Arthur Dugal, Pro- 

vince of Quebec Insurance Department 

Superintendent R. Leighton Foster, On- 

tario, Toronto 

Mutual company men attending in- 
cluded J. J. Beall, Vice President 
Northwestern Mutual Fire of Se- 
attle, Wash.; J. W. Buckingham, As- 
sistant Treasurer of the Millers Mu- 
tual of Alton; M. B. Dalton, Vice 
President Liberty Mutual Ins. Co., of 
3oston; J. J. Fitzgerald, Secretary- 
Treasurer of the Grain Dealers Na- 
tional of Indianapolis; H. J. Hagge, 
President of the Employers Mutual 
of Wausau; C. E. Hodges, Jr., Vice 
President of the American Mutual 
Liability of Boston; Carl N. Jacobs, 
President of the Hardware Mutual 
Casualty of Stevens Point; H. G. 
Kemper, Vice President of the Lum- 
bermens Mutual Casualty of Chica- 
go; George L. Mallery, Vice Presi- 
dent of the Security Mutual Casualty 
of Chicago; L. A. Mingenbach, Vice 
President of the Hardware Dealers 
Mutual Fire of Stevens Point, Wis- 
consin; H. L. Nehls, Secy., lowa 
Mutual Liability of Cedar Rapids, 
Iowa; Justin Peters, President of the 
Pennsylvania Lumbermens of Phila- 
delphia ; Chase M. Smith, Vice Presi- 
dent of the National Retailers of Chi- 
cago; John L. Train, Secretary and 
General Manager of the Utica Mutual 
of Utica, New York; H. W. Yount, 
Actuary of the Liberty Mutual of 
Boston. Owe 

HE American Mutual Alliance, 

acting as host, supplied an enter- 
tainment schedule which included a 
banquet at the Old Heidelberg Inn 
at the World’s Fair grounds, a tour 
of the Exposition, golf at a choice of 
several links of national reputation, 
a tour of the North Shore and sub- 
urbs for the ladies, a ladies’ lunch- 
eon, and a boat ride on the lake. 
Practically all of those in attendance 
took advantage of these interludes 
between sessions and the crowd be- 
ing much together found many op- 
portunities for making and renewing 
friendships. 

The business of the convention had 
been simplified in such a manner as 
to be included in the following con- 
cise program: 

Tuurspay, JUNE 1, 1933 
Hon. Garfield W. Brown, Presiding 
10:00 A. M. 
Call to Order 
Roll Call 
Annual Address of the President—Hon. 

Garfield W. Brown 
Report of the Secretary—Hon. Jess G. 

Read 
Insurance Supervision—Hon. Merton L. 

Brown 
Discussion— 

Hon. C. A. Gough 

Hon. C. R. Horswill 
Committee Announcements 

Recess 











AFTERNOON MEETING AT 2:00 P. M. 
Fripay, JUNE 2, 1933 
10:00 A.M. 
Call to Order 
Investments of Insurance 
Hon. W. V. Knott 
Discussion— 
Hon. Herbert L. Davis 
Hon. R. L. Daniel 
Interstate Liquidations—Hon. George S. 
Van Schaick 
Reports of Committees 


Companies— 


ecess 

AFTERNOON MeeEtiInG at 2:00 P.M. 

Report by Hon. Clarence W. Hobbs 
Special Representative, Insurance Com- 

missioners on National Council on 

Compensation Insurance 
Executive Session 
SATURDAY, JUNE 3, 1933 
10:00 A. M. 

Call to Order 
Consideration of Committee Reports 
Executive Session 
Miscellaneous Business 
Election of Officers 
Adjournment 

Commissioner Knott of Florida 
unfortunately found it impossible to 
be present but his address on “In- 
vestments of Insurance Companies” 
was read by Commissioner George 
D. Riley of Mississippi who attended 
to this task not only with vigor of 
delivery but put the sparkle of his 
inimitable story-telling into his ap- 
pearance before the convention. 
Commissioner Davis likewise spread 
good natured anecdotes with pleasur- 
able effect throughout his excellent 
address commenting on Commis- 
sioner Knott’s paper. Commissioner 
Daniel interjected a tang of Texas wit 
into his discussion and all the speak- 
ers were in a mood to make their ad- 
dresses thoroughly enjoyable to the 
audience. Commissioner Brown of 
Massachusetts presented a thorough 
survey of the duties and responsibil- 
ity of a supervisory official and de- 
cried the need of Federal supervision 
recently suggested. Hon. Clarence 
W. Hobbs, Special Representative, 
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Insurance Commissioners on the Na- 
tional Council on Compensation In- 
surance, spoke briefly on his report 
which was offered to the Convention 
in booklet form and so sought after 
that the supply was quickly ex- 
hausted. 

In the next few issues of this Jour- 
nal we hope to print the major por- 
tion of the talks given at the 64th 
Annual Meeting and in this number 
we present excerpts from the annual 
address of the president, Honorable 
Garfield W. Brown, and the speech 
on Interstate Liquidation by Honor- 
able George S. Van Schaick which 
will be found following the conclu- 


sion of this article. 
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XECUTIVE sessions and closed 

committee meetings did not 
eventuate in any further new devel- 
opments publicly reported, and after 
the adoption of a number of routine 
and special resolutions, adjournment 
was voted until December 5th and 
6th, when the commissioners are to 
gather at the Pennsylvania Hotel in 
New York City. The present officers, 
Garfield W. Brown, President; Dan 
C. Boney, First Vice President; 
George S. Van Schaick, Second Vice 
President, and Jess G. Read, Secre- 
tary, were elected to serve another 
year. 


Annual Address of President 


By GARFIELD W. BROWN 


President oj the National Convention oj Insurance Commissioners, 
At Its 64th Annual Meeting, Edgewater Beach Hotel, Chicago. 


ROM a review of past Commis- 
Seminal proceedings it is no- 

ticeable that the opportunity 
to commend insurance in one or 
more of its branches, because of 
the manner in which it has weath- 
ered a severe storm, has presented 
itself periodically, and it is inter- 
esting to note the optimism as to 
the future of insurance which has 
pervaded all such occasions. 

The 1907 Convention had occa- 
sion to record two shocks to insur- 
ance—one the seismic shock and 
disastrous conflagration in San 
Francisco, which threatened the 
existence of many fire companies 
but which only served to further 
establish the fundamental sound- 
ness of that branch of insurance; 
the other, the shock to life compa- 
nies due to the investigation of 
certain company practices which 
caused a temporary loss of public 
confidence and an attendant loss to 
business, but which served in the 


end to strengthen this branch of 
insurance and reestablish its for- 
mer prestige with the public. 
nA Mrs 

N 1919 President Fairchild, in 

referring to the postmortem 
“Flu” epidemic, with its great toll 
of life, said: 

“The wonderful record of excess death 
claim benefits achieved by these companies 
during the past twelve months is a de- 
cided tribute to their splendid character 
and soundness of conception that nothing 
can blemish.” 


At the present time, largely be- 
cause of world-wide economic con- 
ditions, we are undergoing a more 
severe shock than has been experi- 
enced for many years, affecting, as 
it does, all classes of insurance. It 
is not too early to record the fact 
that insurance has thus far weath- 
ered the storm with fewer casual- 
ties to date than has any other 
business institution. The storm has 
not yet subsided; we can anticipate 
some further casualties; but there 
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is every evidence that conditions 
have so far improved that with the 
exercise of sound business judg- 
ment in the management of compa- 
nies and with the active coopera- 
tion of supervising authorities our 
next annual convention will be able 
to look back upon this event as an- 
other of those character-building 
trials which are so necessary to the 
development of an individual, an 
institution or a nation. 

All of our present difficulties 
cannot be charged to economic con- 
ditions. As to those which are 
man-made, various remedies or 
preventatives h.ve been proposed. 
One proposal intended to cure all 
evils which may inflict insurance 
and which has been endorsed by 
some distinguished statesman calls 
for federal control of insurance in 
lieu of the present system of state 
supervision. There is nothing new 
in this proposal; in fact, it was ad- 
vanced as a panacea for all insur- 
ance ailments some _ twenty-six 
years ago and met with some sup- 
port, particularly from quarters 
where local law-enforcement agen- 
cies had fallen into disrepute. How- 
ever, the general reaction to this 
idea was unfavorable. It was felt 
that state supervision, while open 
to some criticism, was in the main 
effective and was constantly im- 
proving in efficiency, while, on the 
other hand, federal control would 
mean a confusion of authority and 
a duplication of expense inasmuch 
as state departments would un- 
doubtedly continue to function, at 
least with respect to companies 
writing only intra-state business. 
The feeling that under federal con- 
trol the policyholder is further re- 
moved from that agency to which 
he looks for help in time of trouble 
undoubtedly weighed heavily 
against this proposal, as did the 
still-existing reluctance on the part 
of most states to surrender more 
of their sovereign powers to the 
federal government. These same 
factors will undoubtedly contribute 
to the defeat of the present move- 
ment. 

OWEVER, the agitation for 

federal control is based to 
some extent upon the existence of 
real defects in the present system 
of state supervision. There is still 
a decided lack of uniformity in the 
insurance 


laws of the various 
states, although this Convention 
has endeavored for years, with 


only partial success, to bring this 
about. 

There is still a feeling among 
state legislators that the citizens of 
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their particular states should be 
favored over those of foreign states ; 
hence, the numerous depository 
laws designed to protect a particu- 
lar group ot policyholders, at the 
expense of others whose contribu- 
tions to the common fund have 
been equally great, 

Unfortunately, there is some 
justification for the passage of laws 
of this character for we have wit- 
nessed an _ occasional instance 
where state authorities, anticipat- 
ing the necessity for liquidation, 
have permitted policyholders of the 
home state to obtain an advantage 
over those on the outside. Such 
acts naturally suggest the passage 
of retaliatory protective measures. 

In order to justify our present 
system of supervision we must 
continue to work for uniformity of 
laws; uniformity in their interpre- 
tation; cooperation as well as effi- 
ciency and economy in inter-state 
examinations; prompt, efficient and 
economical liquidation, where liq- 
uidation is necessary, and equally 
prompt rehabilitation or reinsur- 
ance where such is possible. This 
cooperation should apply between 
states with respect to receiver- 
ships, and particularly with respect 
to the appointment of ancillary 
receivers. 

Legislation has been recently 
enacted in several states giving 
supervisory authorities broad pow- 
ers with reference to the rehabili- 
tation of companies in lieu of their 
liquidation. | believe this repre- 
sents an important step in the safe- 
guarding of the interests of policy- 
holders. Some features of this 
legislation will probably be dis- 
cussed by Superintendent Van 
Schaick in connection with his 
paper on “Inter-State Liquidation,” 
and I urge all Commissioners to be 
present when this important sub- 
ject is presented. 

At the December, 1932 meeting 
in New York, this Convention 
adopted a report of the Committee 
on Interlocking Directorates con- 
demning such investment practices 
as have permitted holding or affili- 
ated companies in certain instances 
to benefit at the expense of insur- 
ance companies in the purchase or 
exchange of securities. Since then 
the Committee has been unable to 
meet and give this matter the con- 
sideration it deserves because of 
other demands upon the members’ 
time; consequently, no concrete 
plan to remedy this evil has been 
agreed upon. However, this Con- 
vention should continue to con- 
demn any practice, system or situ- 
ation which places officers of an in- 


surance company, or members of 
an investment committee in such a 
position that they may be tempted 
to consider even for a moment any 
interests other than those of the 
company they have been elected to 
serve. 


DOoa 
( NDOUBTEDLY the most 
important matter for our con- 


sideration at this Convention has 
to do with the restrictions imposed 
by a large number of states upon 
lite companies with reference to 
the granting ot loans and cash sur- 
render values. 

Immediately following the Presi- 
dent’s declaration of a National 
Holiday on March 4th last it be- 
came apparent that a large part ot 
the banking burden ot the country 
was about to tall upon the life in- 
surance companies and that the 
cash demands, already abnormally 
high, would increase to the point 
where the companies would be 
compelled to sacrifice millions ot 
securities on a panic market with 
consequent ultimate loss to policy- 
holders and beneficiaries. 

In order to prevent such a devel- 
opment emergency statutes were 
enacted in some twenty-six states 
granting the Insurance Commis- 
sioners authority to adopt rules 
practically suspending the existing 
insurance laws. In most of these 
states as well as in several states 
whose legislatures had adjourned 
before the emergency arose, regu- 
lations were issued by the super- 
vising authorities prohibiting life 
companies from granting policy 
loans or paying surrender values 
except for the purpose of applying 
the proceeds upon current premi- 
ums or for the purchase of necessi- 
ties to the extent of $100.00 in each 
case. 

It was soon found that these re- 
strictions were too drastic and that 
because of their lack of elasticity 
considerable hardship was being 
imposed upon many worthy policy- 
holders. 

In order to remedy this situation 
and in order to secure uniformity 
of regulation a special convention 
cf this body was held in Chicago 
on April 7th and 8th. After a full 
consideration of the matter a set 
of rules was adopted by the Con- 
vention to be used as a guide in 
formulating amended regulations 
in the various states. These regu- 
lations, which were adopted liter- 
ally in a number of states and in a 
modified form in others, were much 
more liberal than those previously 
in force and undoubtedly served to 
remove some of the uneasiness in 








tthe public mind regarding the 
soundness of insurance. However, 
it has been demonstrated during 
the past month that numerous 
meritorious applications for loans, 
surrender values or withdrawals of 
deposit, which the companies 
would gladly grant, have been nec- 
essarily denied because of the 
rigidity of the regulations, 

For instance, the policyholder 
who has once received the $100.00 
emergency allowance and who is 
still out of employment finds him- 
self in the same situation of dire 
need which justified the original 
loan and is yet unable under the 
present rules to obtain additional 
relief. The small business man 
who has lost his few hundred dol- 
lars of working capital through the 
failure of his depository bank and 
who needs a small amount to place 
himself upon a satisfactory cash 
basis with his jobber or wholesaler 
is afforded no relief. The policy- 
holder or beneficiary having $200.00 
to $500.00 on deposit with a com- 
pany under supplementary con- 
tract is limited under the five per 
cent clause to a withdrawal of 
$10.00 to $25.00 per month—a 
manifestly inadequate amount to 
relieve the situation. 

These are but a few illustrations 
of cases which are constantly pre- 
sented to company officials and 
supervising authorities, all sug- 
gesting the desirability and, in fact, 
the necessity of a further liberali- 
zation of regulations. This Con- 
vention must determine within the 
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uncertain, stage, and that the effect 
of various factors that must be 
dealt with, including the London 
Economic Conference, the result 
of the outcome of which cannot be 
overestimated in my judgment, is 
still problematical. The emergency 
which confronted the country and 
occasioned the restrictions on life 
insurance companies, has not yet 
actually terminated, although in 
some localities its effect has been 
greatly diminished. The situation, 
therefore, appears to warrant hope 
for an early lifting of the emer- 
gency restrictions throughout the 
country as a whole, but to call for 
caution in taking such action. I, 
therefore recommend that this Con- 
vention adopt liberalized rules and 
regulations to serve as a guide for 
our members when circumstances 
in the individual jurisdictions war- 
rant their adoption. In order to 
minimize the annoyances resulting 
from conflicting regulations, the 
new regulations should, in my 
judgment, embody a more work- 
able comity clause than the one 
adopted at our April meeting. 
This seems the logical course to 
pursue inasmuch as there will not 
be another meeting of this Conven- 
tion until December. 

During times of stress such as 
we are now experiencing it is to be 
expected that a certain uneasiness 
and lack of confidence in existing 
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institutions will manifest itself and 
that criticisms—mostly unfounded 
—will be heard upon every hand. 

It is fortunate, therefore, that the 
public press has during the recent 
months given considerable pub- 
licity to the accomplishments of 
Insurance in its various branches 
emphasizing the public service per- 
formed by Insurance, particularly 
in the distribution of billions of 
dollars to beneficiaries and to liv- 
ing policyholders in the space of 
one year—and that a _ so-called 
“panic year.” 

I do not wish to close my re- 
marks without referring briefly to 
the action of this Convention at its 
April meeting in order that I may 
commend the spirit shown by the 
individual commissioners at that 
time which enabled this body to 
agree unanimously upon a program 
for the liberalization of life com- 
pany restrictions when all indica- 
tions during more than a day’s 
more or less acrimonious debate 
were that harmony of action was 
an absolute impossibility. 

I hope that at the present as well 
as at future conventions the spirit 
of our April meeting will predomi- 
nate and that individual opinion 
and individual preference will be at 
all times subordinated to consider- 
ations involving the common good 
insofar as the insurance public is 
concerned. 


Interstate Liquidations--A National Problem 


An Address 


By GEORGE S. VAN SCHAICK 


Superintendent of Insurance of the State 
of New York, 
At the 64th Annual Meeting of the National Con- 
vention of Insurance Commissioners, Edgewater 
Beach Hotel, Chicago, *Illinois. 


next two days whether to recom- 
mend to state authorities, first, a 
100% lifting of restrictions; sec- 
ond, a liberalization to meet pres- 
ent conditions; or, third, a con- 





tinuance of the restrictions in their 
present form. 

While everybody within or with- 
out the insurance business desires 
a lifting of restrictions at the earli- 
est possible moment, yet in my 
opinion such action at this time 
would be most inadvisable when all 
the signs of the times indicate a 
slow and healthy improvement in 
conditions generally. 


QO 


HERE has been a resumption 

of banking operations in many 
sections of the country, as well as 
an improvement in economic con- 
ditions generally. It is to be hoped 
that these conditions will continue 
to improve and that more and 
more banks will resume operation. 
We must not lose sight, however, 
of the fact that business recovery 
is still in an early, and therefore 


LL through the depression there 
has been noted commendable 
action by insurance companies 

to improve their condition by the 
elimination of wasteful and harmful 
practices. Companies which were 
most prompt in putting their houses 
in order generally have come through 
this long trying period best. The re- 
lationship between wasteful and im- 
proper practices and the public in- 
terest has been repeatedly recognized 
by this Convention. 

In the same manner that insurance 
companies have had occasion to 
study short-comings, supervisory of- 
ficials have noted certain defects in 
public administrative procedure. At- 
tention has become focused on the 
liquidation of companies. The public 
is entitled to high efficiency in the 
liquidation of insolvent insurance 
companies. Company failures have 


been fewer in number than might 
reasonably have been expected. Those 
that have occurred clearly demon- 
strate that methods of liquidation 
need improvement. How this might 
be brought about is the subject of 
this discussion. 

It is manifestly impossible to cover 
the entire subject adequately in one 
paper. This discussion will be lim- 
ited to one phase of liquidation and 
reorganization, namely, the lack of 
unity in the proceedings taken at the 
present time upon the failure of an 
insurance company which has been 
doing a nationwide business, thus 
needlessly aggravating the tragedy of 
the failure. This aspect of the sub- 
ject is chosen for two reasons: first, 
because the existing lack of co-ordi- 
nation between the proceedings in the 
various states is coming to be a seri- 
ous condition in and of itself, and 
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second, because this condition may 
have a direct bearing upon the future 
of State supervision of insurance. 

To provide a background for a 
better understanding of the defect 
in the present method of handling 
insolvent insurance companies it is 
worth while to classify roughly the 
outstanding phases in the course of 
events after a determination has been 
made to liquidate a company. In the 
beginning the machinery of liquida- 
tion must formally be set in motion. 
Then comes a preliminary period in 
which three objects are foremost. It 
is particularly necessary at this stage 
to prevent preferences to various in- 
dividuals, to give information about 
what has happened and about the ex- 
isting status of various matters, and 
to disentangle as far as possible the 
affairs of third persons. For ex- 
ample, assureds whom the company 
has been defending under liability 
policies, must be given opportunity 
to arrange for their own defenses. 
Those having unexpired contracts of 
insurance should be given warning 
and opportunity to purchase new in- 
surance. 


HE third major phase of liquida- 

tion is the administration of the 
assets of the company generally, 
which consists of ultimately reducing 
all of its resources to cash. Another 
important aspect is the determination 
of claims against the company and 
includes, among other things, giving 
of notices, receiving of proofs of 
claim and adjudication of claims. 
Finally, it is necessary to deal with 
those things which have to do with 
the distribution of assets. 

The setting in motion of the ma- 
chinery of liquidation customarily 
consists of an order of receivership 
in the home state or of a granting of 
an application by the commissioner 
of the home state for a statutory 
proceeding akin to receivership. Re- 
gardiess of any theory to the con- 
trary, the primary receiver or liquida- 
tor has very little authority as such 
in any other state. The primary court 
has practically none. 

Of late in some cases the primary 
liquidator has encouraged the prompt 
commencement of proceedings in 
other states either through the re- 
spective commissioners of such states 
or by trustworthy creditors. These 
proceedings, however, are legally 
distinct and independent from the 
primary proceeding. Independent re- 
ceivership proceedings occasionally 
are instituted in some of the other 
States under the auspices of commis- 
sioners of insurance. Generally they 
are sponsored by former employees 
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or by creditors. Such receiverships 
vary in point of merit. Some deserve 
high commendation. At the other ex- 
treme is a form of receivership in 
some states in which the moving 
creditor receives a preference. In the 
case of the liquidation of one New 
York company such a receivership 
by a very large creditor threatens to 
absorb all of the assets in that par- 
ticular state. Here, of course, receiv- 
ership is no better than attachment. 

In the balance of the states noth- 
ing is done and the affairs of a com- 
pany are left to drift until the pri- 
mary liquidator has time to attend 
to them. Most of those who owe 
money to the company in such states 
are able to avoid payment for a con- 
siderable length of time and some- 
times they never pay. On the other 
hand, creditors are free to start at- 
tachment actions and to otherwise 
prefer themselves. , 

The lack of co-ordination between 
the various proceedings is clearly ap- 
parent in the preliminary stages of 
the liquidation. To begin with the 
files relating to matters in many states 
may be concentrated in one place, 
which may or may not be the domi- 
cile of the company. It is expensive 
to segregate these files by states. Yet 
the various state receivers have no 
interest in files pertaining to other 
states. Another difficulty arises when 
several persons simultaneously seek 
possession of the same files. In such 
cases it is likely that no one is in 
position to answer the legitimate in- 
quiries of those who have an interest 
in the files. At times the New York 
Superintendent, as local conservator 
of a foreign company which has 
failed, has been in possession of files 
covering most of the Eastern part 
of the country. His helplessness at 
such times even to’ make  intel- 
ligent answers to inquiries has been 
appalling. 

The notices of liquidation, if any, 
sent out by the various receivers vary 
markedly. Under the present uncer- 
tainty of the relationships between 
the various proceedings it is at times 
literally impossible to know what to 
notify claimants to do in the matter 
of filing claims. 


EVERAL additional difficulties 
WJ are encountered. There is no uni- 
formity of policy with regard to as- 
sisting assureds whom the company 
was defending under liability poli- 
cies. The handling of collateral dif- 
fers widely. At times depositors of 
collateral in one state find themselves 
in difficulty because the collateral 
has been moved to another state. The 
vagueness of the relationship be- 





tween the two states makes the re- 
turn of the collateral uncertain. The 
employees of a company in some 
states will have a preferred claim 
for wages. In other jurisdictions 
there is no such preference. 

The administration of the assets 
of an insolvent company under the 
present system is particularly apt to 
produce conflict between the various 
receivers. In the case of a creditor 
receivership the size of the receivers’ 
fees depends upon the amount of 
assets collected. In the case both of 
a creditor receivership and one by a 
commissioner of insurance each re- 
ceiver feels obligated to collect as 
much as possible in order to protect 
his creditors in the event it is deter- 
mined that he shall make a local dis- 
tribution of what he has collected. 

In some states title is vested by 
statute in the liquidator of that state. 
This solves the asset problem in 
home state. However, real estate in 
a foreign state is not affected. High 
Courts have even indicated that they 
are not bound by such a statute with 
regard to personal property within 
the physical jurisdiction of their re- 
spective territories. 


A few examples taken at random 
will show how troublesome this mat- 
ter may be. A receiver in one state 
may hold a mortgage on property in 
another state and the mortgagor may 
be in either state or in the third state. 
Who shall make the collection? One 
receiver may hold a note payable in 
another state by a resident of a third 
state who is temporarily living in a 
fourth state on a policy taken out 
and involving business in a fifth state. 
What receiver is entitled to collect 
on the note? The debtor of a com- 
pany on an open account may have 
property and may be subject to suit 
in a half-dozen or more states. If it 
involves a substantial amount each 
of several receivers may feel him- 
self entitled to it. It is not uncom- 
mon for another insurance company 
doing business all over the country 
to owe a company in liquidation a 
substantial amount upon _ reinsur- 
ance likewise scattered country-wide. 
What receiver may make this col- 
lection? 

Another situation that comes up 
occasionally involves a suit by the 
company in one state which will be 
a substantial asset in that state, if 
won, against a defendant who has 
large claims against a company in 
other states. A compromise which 
will be. beneficial to the company as 
a whole may be seriously prejudicial 
to the interests of the receiver of the 
first state. What shall the basis of 
settlement be? 











That portion of liquidation which 
relates to the determination of 
claims is also productive of con- 
troversy between receivers under the 
present system. Claims against an 
insurance company, particularly a 
casualty or surety company, are for 
the most part unliquidated. Unless 
there is some general basis for the 
liquidation of these claims the allow- 
ances in the different states will dif- 
fer considerably. These variations 
make it difficult for the courts of 
one state to recognize without res- 
ervation the adjudication by the 
courts of other states. On the other 
hand to require all claimants to come 
to one state is manifestly a discrim- 
ination against those living in dis- 
tant states who cannot afford the 
expense involved and as a result are 
compelled to take whatever is offered 
to them. 


The procedure for handling claims 
also varies in the different states. In 
some states the receivers are required 
to defend all law suits brought by 
claimants rather than to centralize 
litigation in the receivership proceed- 
ing. This offers some advantage to 
the individual creditors bringing such 
suits. It similarly penalizes the whole 
estate and all other creditors by the 
heavy cost of such defenses. The 
acceptance of claims filed after the 
last day set for the filing of claims is 
another matter in which local prac- 
tices differ to the necessary disad- 
vantage of the creditors in some 
states. 

In the liquidation of an insurance 
company more than in any other type 
of insolvency the problem of con- 
tingent claims is present. The law on 
this subject even in a single juris- 
diction is uncertain. That uncer- 
tainty is multiplied where the courts 
of many states are involved. Some- 
times the policies of a company are 
treated as cancelled by the order of 
liquidation in one state at the same 
time that the courts of another state 
hold them to be not so cancelled. 


SS > 


N the distribution of assets the 

evils of the present system are 
also apparent. It is commonly main- 
tained that the general assets col- 
lected in any given jurisdiction shall 
first be applied to claims of (1) 
those who reside in such jurisdiction, 
or (2) those whose claims arise in 
such jurisdiction or (3) those who 
have filed their claims in such juris- 
diction. The first proposition is 
plainly unsound. The second proposi- 
tion is likewise unsound in the case 
of general assets. The third proposi- 
tion is unsound where the domicillary 
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receiver is entitled to public confi- 
dence. In addition it always imposes 
a hardship on creditors. To receive 
a mathematically correct portion of 
the estate each general creditor would 
have to file and prove his claim in 
every state in which there was a re- 
ceivership. This is clearly a foolish 
multiplication of effort. 





STATE HOUSE AT ALBANY 


Headquarters of Activities of the New York 
Department. 


The laws of some states establish 
a preference in general assets for 
claims of certain types such as 
claims for wages and claims for com- 
pensation. Of course, claims of the 
state as a sovereign are preferred. 
The exact effect of these laws is not 
clear. The tendency is to deny them 
any effect outside of the state. It is 
obvious that the lack of any con- 
trolling authority upon this matter 
contributes measurably to the prob- 
lem of distribution. 

The distribution of special deposits 
which are trust funds likewise pre- 
sents opportunity for confusion. Too 
often there is no co-ordination be- 
tween the distribution of the trust 
funds and the general assets. On the 
other hand an effort may be made 
to withhold dividends from the gen- 
eral funds to those who have shared 
in a trust deposit. This is of doubt- 
ful legality. It is apt to produce 
costly disputes and litigation. 

The possible consequences which 
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will result if this state of affairs re- 
mains unchanged are not pleasant to 
contemplate. It is obvious that pub- 
lic attention must, sooner or later, 
be drawn to such a condition. Crit- 
icism of insurance supervision seems 
inevitable because the public is likely 
to attribute the evils of liquidation to 
a lack of adequate supervision in the 
first place. 

It is clear that the basic cause for 
this defect in our system of liquida- 
tion lies in the fact that the state 
agencies to whom the matter is en- 
trusted do not have sufficiently broad 
jurisdiction. There is no single sys- 
tem of legal principles, both substan- 
tive and procedural, broad enough to 
apply to every part of the winding 
up of a company’s affairs. Further, 
there is no central administrative au- 
thority. 

One word of caution, however, 
should be given on this score. It is 
not believed that an insurance liqui- 
dation can be efficiently handled en- 
tirely from one point without suffer- 
ing the ill effects of remote control. 
A POSSIBLE solution to the 

problem may be federal legis- 
lation under the bankruptcy provi- 
sion of the Constitution of the United 
States. There is no other method of 
obtaining a statutory basis for com- 
plete uniformity throughout every 
state in the Union. It must be recog- 
nized that uniform state legislation 
is no more than a Utopian dream. 

Insurance companies are presently 
excepted from the provisions of the 
National Bankruptcy Act for reasons 
which are not conclusive. One ex- 
planation is that the companies are 
subject to close State supervision. 
Another is that the rights of credi- 
tors of an insurance company are so 
complex that the existing machinery 
of the Bankruptcy Act is not suit- 
able. Recent amendments to the law 
show a willingness upon the part of 
Congress to devise special provisions 
to meet extraordinary conditions. 
Hence it is not improbable that Con- 
gress may at some time in the future 
consider the advisability of bringing 
insurance companies within the scope 
of the Bankruptcy Act. 

Federal legislation under the 
Bankruptcy clause of the Constitu- 
tion, planned by the Congress in re- 
sponse to the demand of an aroused 
public, is not likely to be friendly to 
the interests of state supervision. 
Legislation proposed and supported 
by various insurance supervisory offi- 
cials may well prove to be the solu- 
tion to this vexing problem. 

(Continued on Page 25) 
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Compensation Viewpoints 


E are indebted to Mr. W. W. Greene, Vice Presi- 

dent of the General Reinsurance Corporation, 

for a novel treatment of the old question of what 
is the cause of the difficulties besetting the writing of 
compensation insurance, of which the stocks so fre- 
quently and so loudly complain. 


In an address delivered before the May meeting 
of the Casualty Actuarial Society, Mr. Greene, although 
he departed from the usual view of the stock carriers 
on this question, in our judgment, just as widely 
missed the mark. Nevertheless, his paper represents 
a definite contribution to the literature on the subject 
and we are happy to print the full text of his address 
on other pages of this issue. 


It is human, of course, to lay the blame for one’s 
troubles on somebody else and we have always felt 
that the stock compensation carriers have emphasized 
rather than subdued this particular frailty. In prac- 
tically all of their public utterances on the subject, the 
stock representatives have never admitted that the cause 
of their difficulties in the compensation field lay right 
at their own doorstep. They have, on the other hand, 
bitterly condemned the system of rate making and the 
supervision of rates by the several states as being mainly 
responsible for their underwriting losses. Their posi- 
tion seems to be that less science in rate making and no 
supervision would turn an underwriting loss into an 
underwriting profit. In other words let the two fisted 
and hard hitting executives run the show in a practical 
sort of way. This attitude persists in spite of what 
happened in the general field of business and economics 
where the structure builded by the so-called practical 
men crumbled suddenly and with such devastating ef- 
fect. 

oO 
HE stock approach to compensation problems is in 
general set forth in the recent public statements of 
various of the stock spokesmen. Here is what Mr. A. 
Duncan Reid, president of the Globe Indemnity Com- 
pany had to offer in a letter addressed to the company’s 
agents, this spring: 

“Our greatest present problem arises from the writing of 

workmen’s compensation insurance. Notwithstanding their 


urgent need and all the efforts that have been made to secure 


increased rates, the companies have been generally unsuccess- 
ful in obtaining the approval of supervising officials to the neces- 
sary increase. Even prior to the past three years the companies 
as a whole were sustaining a definite underwriting loss in com- 
pensation, the loss ratios showing a definite upward curve year 
after year. 


“It is obvious that a most serious responsibility rests upon 
the chief executives of the companies who determine their future 
course in the writing of this business. Knowing’ that present 
rates are inadequate to cover the real cost of the business as 
revealed by the experience of former years, and knowing that 
this cost is mounting monthly and will increase, each executive 
must consider how he may keep the loss within a limit his 
company can afford. 


“The Globe’s policy is: To continue writing compensation 
only for those producers who merit this accommodation because 
of the profit we have made or have good reason to expect to 
make on their business as a whole. Our total volume of com- 
pensation must be reduced but we will endeavor to serve the 
needs of those whose business justifies such consideration.” 

The position taken by the Globe is essentially that of 
another large stock company whose attitude is outlined 
in the March 2nd issue of The National Underwriter 
wherein the spokesman for the company stated that it 
proposes to cut its volume of compensation premium in 
two and, in the words of the article—“This company 
states that no compensation business should be accepted 
by branch office or general agent from any representa- 
tive of any other company or broker trying to place a 
line on account of the previous carrier’s non-acceptance 
nor from any agent of the company, unless his general 
production in other lines is profitable. No small risks 
will be taken unless the premium is at least 100% more 
than the minimum premium, except private residences. 
Risks will be turned down unless an equal ainount of 
premiums in other lines is received from the same 
assured. If the assured has other business in other 
companies a statement must be made to the company in 
question that it will get this other business at expiration, 
which will not be later than six months.” 


Mr. M. P. Cornelius, vice president of the Continental 
Casualty Company, declared in a talk last March that 
compensation, at best, must be regarded as an accom- 
modation line, written only as a necessary incident to 
the general casualty business. The character of the 
business is such, he said, that neither the company nor 
the producer can expect to make any money out of it; 
and Mr. Carl Hansen, president of the International 
Reinsurance Company, now in receivership, announced 
in ,February that his company would no longer write 
workmen’s compensation insurance in New York State 
for the following reason: 


“On the present basis of writing workmen’s compensation 
risks, it is clear that an underwriting loss is a foregone con- 
clusion; that no hope can be entertained for the success of any 
efforts, as we see it, to modify the rating program to take into 
account the fact that wages are continually on a decreasing 
scale, whereas compensation payments are remaining stationary, 
with the result that in many instances compensation payments 
are today greater than a week’s wages, placing thereby a pre- 
mium on disability.” 

Qa 

T will be noted that there is nothing in these declar- 

ations nor in any other public expressions on the sub- 
ject by stock proponents, which even hints that the me- 
thods of the companies in the writing of business, their 
general attitude toward it and their approach to its prob- 
lems, may be at fault. It is as if they had said “The 
business just costs us more than we receive from it, 
therefore, the method of making rates must be wrong; 
the state supervisory officials who disapprove requested 
rate increases and proposed rating schemes, should be 


(Continued on Page 18) 
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Life-Lights Against a Business Background 
Progress After the Depression 


sat on the back porch, smoking 

a meditative pipe. My eyes, 

tired with the glare of city 
streets, rested gratefully on a mass 
of gently moving foliage, a sur- 
viving relic of the forest which 
once clothed the region where I 
own a modest dwelling. I reflected 
again as I have often reflected, how 
wise and considerate was the Cre- 
ator when He gave us trees and 
painted them in green. 

It is strange how even under 
such conditions conducive to pleas- 
ant and forgetful relaxation the 
spell of the city lingers on the 
spirit of those who make their 
livelihood amid its haste and noise. 
I became aware presently that in 
the background of my thoughts 
about the beauty and beneficence 
of summer verdure there were in- 
sistent recollections of an incident 
that had happened during the day. 
So insistent were they, indeed, that 
the quiet charm of the scene before 
me faded, and there rose a vision 
of a discouraged man, who, a few 
hours earlier, had stood in my 
office and told me his story. 

Two years ago he had been earn- 
ing a salary of something better 
than $5,000 a year. He was then 
credit man for a large industrial 
concern. For a year he had seen 
the business declining, had watched 
fellow employes step out into a 
world where jobs were rarer than 
diamonds, and fear had crept into 
his soul. At last the day came 
when reluctantly the boss told him 
he was no longer a necessity, but 
a luxury, and that the times were 
such that luxuries must be sur- 
rendered. At the end of the month 
he went home one night to tell his 
wife and his ageing mother—after 
his little son had been put to bed 
—that he was drafted for the army 
of the unemployed. 


re, , ® 


FE was only 32, and he had 

hope that he would find an- 
other job. He kept his chin up and 
went after it. Two years later 
when he came into my office he was 
still seeking work. For a year he 
and his family had been on relief. 
That was his story, uncomplain- 
ingly told. It is a typical story, 
commonplace. With apologies to 
Theodore Dreiser I would call it 
the great American tragedy. I tell 
it now merely because it started a 


By S. J. DUNCAN-CLARK 


train of thought as I dug my pipe 
into my pouch and refilled the 
bowl. In the flicker of the lighted 
match against a sky from which 
the evening glow had waned, my 
stimulated imagination fancied the 
shining of a star. 

“This American _ tragedy,” 
thought I, “is not America. We 
must not let ourselves relapse into 
its mood of hopeless futility—that 
would be to make it a habit of life 
rather than a violent and horrible 
interruption. We _ have come 
through a tornado, or an earth- 
quake — something wholly abnor- 
mal.” 

As my thought explored this 
idea my subconscious mind played 
one of its queer tricks. It set me 
whistling, and when I realized 
what I was doing I found I was 
whistling the air of a song from 
the Mikado—a song with a refrain 
line that, as I recalled it, ran like 
this—“There are plenty good fish 
in the sea.” 

“That,” said I to myself, “is the 
note we need to strike. There are 
plenty good fish in the sea—better 
fish and bigger fish than have yet 
been caught. We cannot assume 
they are uncatchable, but it will 
take more than bemoaning empty 
creels or dropping baitless hooks to 
catch them. 

“Fish are not to be wished out 
of the water. They must be lured 
out by skill and patience, and the 
methods must be adapted to the 
nature of the fish, the state of the 
weather, the depth and currents of 
their native element. The fish are 
there—that is the one thing cer- 
tain. The wav to go after them 
effectively is what we must dis- 
cover. 

DQOa> 


‘6 E must regain the spirit of 

adventure and experiment. 
In that our government has been 
setting us an example. Whether 
we approve all that it is doing and 
planning, specifically and in detail, 
only the hopeless reactionary can 
regret it is doing and planning in- 
stead of running in circles, blowing 
bubbles or sitting hoping that the 
corner around which prosperity 
has been hiding will move itself 
into our vicinitv by some happy 
chance. For three years Uncle Sam 
Mohammed waited for the corner 


to come to him, Now he is on his 
legs and taking long, daring strides 
to reach it. 

“But,” I told myself, “it is not 
enough for me or any other John 
Citizen to applaud an energetic 
administration by crying ‘God 
bless you, put some money in my 
empty pockets!’ There is plenty of 
that sort of cooperation, but it does 
not really get us very far. Individ- 
uals and corporations, potential 
sources of credit and of employ- 
ment for productive labor, must be 
willing to take a chance on Ameri- 
ca’s recuperative capacity and 
fruitful possibilities. If one-half 
the spirit of expectant risk were 
put into the substantial values and 
constructive opportunities latent in 
the United States that was put in 
1929 into chasing gilded dreams in 
Wall Street, we would soon be 
pulling the big fish out of the deep 
sea of our troubles.” 

My fancy rambled on in the dark 
quietude that had come upon the 
world. I thought of what can be 
done in the field of transportation, 
such as the electrification of rail- 
roads and the auxiliary use of gaso- 
lene for freight and passenger traf- 
fic. I thought of radio and televi- 
sion, still on the margin of develop- 
ment in their commercial possibili- 
ties. I thought of housing, and the 
new materials and construction 
methods that reduce cost; of the 
new devices that reduce household 
toil; of air conditioning and better 
lighting systems. I thought of 
slum clearance and rehabilitation 
of blighted urban areas. I thought 
of the many research laboratories 
that hold secrets for new applica- 
tion of science*to the satisfying of 
human desires and needs. I mar- 
velled at the way in which human 
capacity has been extended and 
wondered why, with so much to do, 
with the skills and tools and hands 
to do it, we should be so lacking in 
the faith and enterprise for great 
undertakings. “There are plenty 
good fish in the sea,” I whistled. 


Ya <> 


HEN a whimsical notion came 

to me, as I knocked the ashes 
out of my pipe, and prepared to go 
indoors—If Jonah had not been 
running away from his job he 
would not have been swallowed by 
the big fish—he might have caught 
it instead. 
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Compensation 
Viewpoints 
(Continued from Page 16) 


condemned as the principal contrib- 
uting causes of our difficulties.’ 


To the best of our knowledge 
there was no dissenting voice raised 
to these conclusions, reached by a 
number of the best minds in the stock 
field, until Mr. Greene delivered his 
address before the Casualty Actuar- 
ial Society. Before considering Mr. 
Greene's views it seems proper to call 
attention to the analysis made of this 
same general topic by a mutual ex- 
ecutive, Mr. S. Bruce Black, in his 
recent address before the Chamber 
of Commerce of the United States. 


Mr. Black did not take the pessi- 
mistic position which the stock com- 
panies apparently think is the only 
possible one. Instead he was op- 
timistic over the future of the busi- 
ness He did remark that for com- 
panies as a whole the past ten years, 
and particularly the last three years, 
have been very trying, but he re- 
jected as unsupported by facts the 
assertion that the inability of the car- 
riers to secure everything asked for 
in the way of rate increases was the 
principal reason for the failure of the 
compensation business generally to 
return a profit. To quote him di- 
rectly: 

“It is true that to a majority of com- 
panies the writing of compensation insur- 
ance has not been profitable as a whole 
during the past ten years. It is not true 
that these unsatisfactory results can be 
attributed entirely to the depression. In 
general this period has not increased the 
loss ratios of the companies as compared 
with the period before the depression in 
anything like the same degree as the de- 
pression of 1920-1921. The difference has 
been that the experience of the companies 
during and immediately after the war had 
been very favorable, while the experience 
before this depression had been unfavor- 
able; and while, for all the reasons I have 
enumerated, the effect of unemployment 
and wage reduction has been to increase 
the ratio of losses to payroll, the general 
countrywide increases in rates of approxi- 
mately 30% have probably fully discounted 
these changes and the current experience 
of the companies, is, if anything, better 
than before the depression. 


“Nor can it be fairly said that the con- 
trol exercised over compensation rates by 
insurance departments under rate regula- 
tory laws has been responsible for unfav- 
orable experience, for as a matter of fact, 
in the states in which the companies are 
free to make their own rates without state 
control, the loss ratios have been no more 
favorable than in the states where rates 
must be approved by state officials. * * * 
Over a period of years most insurance de- 
partments have exercised their regulatory 
powers with reasonable regard for both 
the buyer of insurance and the insurance 
company. The effectiveness of existing 
regulations, as a protection of both buyer 
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and seller of insurance, is lessened today 
by the existence of open rate territory. 
Ultimately by the enactment of regulatory 
laws in all states and immediately through 
the already existing machinery of the Na- 
tional Convention of Insurance Commis- 
sioners and the National Council on Com- 
pensation Insurance, effective supervision 
can and should be extended to the whole 
field of compensation insurance so that the 
purposes of rate regulation, which are 
protection for the employer and employee, 
may be fully realized. 

“With this support, the companies, them- 
selves, in cooperation with employers can 
and should place the business of compen- 
sation insurance on a stable and satisfac- 
tory basis.” 

YS 


AVING expressed himself on 

the rating situation and the 
effect of the depression on the com- 
pensation insurance business, Mr. 
Black turned his attention to the pro- 
posal that compensation insurance be 
treated solely as an accommodation 
line and said: 


“In my opinion, compensation can be 
handled successfully if handled positively. 
It must be viewed as a business, not as an 
accommodation. A bad risk handled as 
a side line inevitably becomes a worse 
risk, The records are full of individual 
risks and some times whole industries 
where effective accident prevention work 
has produced such results that the cost of 
compensation insurance is lower now than 
even ten or twenty years ago, despite all 
the factors tending to increase compensa- 
tion costs. No company is qualified to 
write workmen’s compensation insurance 
unless it is equipped and willing to give 
both intensive and intelligent service in 
preventing injuries and in minimzing the 
effects of injuries. 

“Tt has been my experience that a bad 
loss ratio on an individual plant or indus- 
try cannot be cured by higher rates alone. 
Frequently higher rates are required, but 
always lower losses are required if the 
risk is to be made profitable, and the best 
promise of lower losses lies in sound ac- 
cident prevention service.” 


After making a number of concrete 
suggestions as to methods in which 
the companies can adjust themselves 
to present day conditions through a 
reduction of medical costs, by the 
setting up of contingency reserves 
in good times to take care of the 
higher loss cost on old accidents in 
periods of depression and by the 
adoption of a modified payroll basis 
for the collection of premiums, Mr. 
Black concluded, 


“T am not at all pessimistic over the 
future of compensation insurance. We 
now have all the experience necessary to 
solve our problems. We have already ad- 
justed our business to the present depres- 
sion conditions. We still have to solve 
some of the problems which have been 
with us for years. If we recognize our 
obligations to employers and employees to 
take full advantage of our very great 
opportunities for loss prevention work, 
if we recognize that our business can only 
be made profitable by reducing losses, I 
am confident we will have the full support 
of regulatory authorities and of employers 
in obtaining fair pay for our services.” 





A comparison of the statements of 
the stock executives and those of Mr. 
Black makes it at once apparent that 
they represent two different schools 
of business philosophy. One is pes- 
simistic, defensive, resourceless,— 
the other optimistic, aggressive and 
resourceful. It is no surprise there- 
fore that the mutuals have made a 
success of the workmen’s compensa- 
tion insurance business in bad times 
as well as good. 


es a 
VN > > 


ITH this clear picture of the 

diverse views of the stock and 
mutual executives we turn again to 
Mr. Greene’s analysis. He, too, dif- 
fers somewhat from the stock execu- 
tives whose opinions have been quot- 
ed and in effect says that the rate 
making methods are not responsible 
for the difficulties of the compensa- 
tion insurance business. In this con- 
clusion we wholeheartedly concur. 
We go farther than that, however, 
and venture the opinion that if the 
companies had approached all of the 
problems of the business with the 
same straightforward, honest, fact- 
finding attitude which in general has 
characterized non-partisan, scientific 
compensation rate making and state 
rate control, much of the difficulty 
would never have been experienced. 

YO} 

E have always been sympa- 

thetic with the viewpoint of 
those commissioners who have de- 
clared large rate increases to be un- 
justified in the light of the failure of 
the companies, through their own 
malpractices, to collect the level of 
rates provided by the existing man- 
ual. This practice was emphasized 
by Mr. Greene when he pointed to 
one of the principal causes of under- 
writing losses by saying that rate 
competition will take place even if it 
is necessary to resort to illegitimate 
devices such as “distortion of the rat- 
ing plans, misclassification, failure to 
report full payroll, switching of pay- 
rolls from higher-rated to lower- 
rated classifications, and so on.” We 
cannot agree with him that this must 
necessarily be so. Neither can we 
agree that underwriting loss can be 
turned into underwriting profit mere- 
ly by throwing wide the door and 
permitting openly and freely prac- 
tices which in our opinion constitute 
one of the major causes for the red 
figures on the compensation pages of 
the insurance ledger but which are 
now, at least, indulged in with some 
measure of restraint. 

Neither can “distortion of rating 
plans, misclassification, switching of 
payrolls from the higher-rated to the 

(Continued on Page 30) 
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The Very Apparent Need for Compensation Insurance Only Emphasizes the Perplexities of Its Administration. 


A Discussion of Compensation Insurance 


Is the Rate Making Plan the Chief Difficulty in the Way of Placing This 
Type of Underwriting on a Profitable Basis? 


“Dauntless the slug-horn to my lips I set, 
And blew... .” 

T is hard to realize that’ compen- 
| sation insurance, now regarded 

as the “black sheep” of the cas- 
ualty family, was once considered 
an attractive and promising class of 
business. Nevertheless, a satisfactory 
underwriting profit accrued from the 
compensation business in its first 
years before employees generally be- 
came claim conscious. True, this 
initial prosperity soon waned, and 
black figures, changing to pink, then 
to red, prompted the substantial rate 
increases of 1917; but America en- 
tered the war, employment and wage 
rates were simultaneously augmented, 
and overnight, compensation insur- 
ance became once more a breadwin- 
ner, and, indeed, the chief support 
of the casualty group. 


Alas, the memory of those better 
days but intensifies the present 
gloom! In the fateful year 1920, 
rate-making authorities reached the 
conclusion that employers were pay- 
ing too much for their compensation 
coverage, and sizeable rate reductions 
were accordingly effected. Since 
1920, compensation pure premium 
cost has been progressively in- 
creased, first by the shrinkage of 
payrolls in 1921-22; then by the 
mechanization of industry, the liber- 


alization 


By W. W. GREENE 


V. P. General Reinsurance Corp. , 
An Address Before the Casualty Actuarial Society 








Views expressed in this article do 
not necessarily correspond with those 
of the Journal of American Insurance, 
and comment on them will be found 
on other pages of this issue.—Editor. 




















in the letter and in the 
interpretation of compensation laws, 
and the rise in medical costs which 
went on quite steadily during the en- 
suing years; and, lastly, by the dras- 
tic payroll deflation and the increase 
in industrial disease claims which 
have taken place since 1929. Pre- 
mium rates in terms of payroll have 
been increased at frequent intervals, 
but these rate increases have gener- 
ally lagged behind the rise in pure 
premium cost, and, as a consequence, 
throughout the past ten or twelve 
years the compensation business has 
shown a_ substantial underwriting 
loss for the stock companies. The 
following figures, taken from Table 
1X, Part III, New York Insurance 
Reports epitomize the underwriting 
results for the years 1923-31 in re- 
spect of compensation business for 
participating and non-participating 
carriers respectively. 


(See Table I on next page.) 


The Present Compensation Situation 


HE above indicated underwrit- 

ing results for the non-participat- 
ing group, are in themselves suffi- 
cient evidence of the gravity of the 
present situation. In spite of the 
considerably more favorable results 
for the participating group, it is not 
too much to say that compensation 
insurance in the United States is at 
this time organically unsound; for 
no business is healthy when the 
major part of it is conducted at a 
loss. This comment might not be 
justified if a temporary period of 
unfavorable underwriting was the 
only untoward symptom. Such, 
however, is far. from being the case. 


The stock carriers, as a group, 
have never profited from their com- 
pensation business except during the 
early years of the Acts when the 
rates happened to be pitched too 
high, and again, during the war and 
immediate post-war periods, when 
payrolls were abnormally (and un- 
expectedly) inflated. The untimeli- 
ness of the rate reductions of 1920 
was soon recognized, and in 1923, 
and in each and every subsequent 
year, efforts have been made to cor- 
rect the rate level, but never with 
more than partially favorable results. 
A sharp revival of industrial activity, 
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plus other “inflationary” or “refla- 
tionary” phenomena, may improve 
compensation underwriting results 
before the close of the current year, 
may conceivably turn the red figures 
to black; but there can be no assur- 
ance of a permanently profitable fu- 
ture for the compensation business 
of the stock companies as long as it 
is conducted upon the very lines 
which have produced the calamitous 
results of the past decade. 


Aside from devastating underwrit- 
ing results, other signs of insecurity 
in the compensation business are not 
lacking. There is a truce between 
stock and non-stock carriers as to 
the proper system of rates and rating 
plans, but fundamentally the two 
groups are at loggerheads as to what 
this system should be. Rate-making 
bodies and the various state authori- 
ties having jurisdiction over premium 
rates have frequently been in dis- 
agreement, and time and again rate 
increases requested by the carriers’ 
organizations have been denied in 
whole or in part. The business is 
subject to an abnormally high turn- 
over, a factor which is disturbing to 
both parties to the insurance con- 
tract, and productive of undue ex- 
pense to the carrier. The expense 
ratio of the business (generally 
greater for stock carriers than is the 
allowance for this item in the pre- 
mium dollar) is so high as to be re- 
garded by certain assured and certain 
supervising authorities, as unreason- 
able. Many of the more responsible 
assured have become “self-insurers,” 
and thereby recorded their dissatis- 
faction with the value of full cover- 
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age as compared with its cost. The 
threat of monopolistic state insur- 
ance looms constantly, nor is this 
menace lessened by the dissatisfac- 
tion with the compensation business 
often voiced by insurance executives. 


sow 
Some Solutions Hitherto Suggested 


N discussions of the “compensa- 

tion problem,” the theme of 
abandonment is lately to be discerned 
with increasing frequency. As Sir 
Walter Raleigh is reported to have 
remarked of the headsman’s axe, 
“This is a sharp medicine, but it 
cures all diseases!” Companies tak- 
this step would assuredly end their 
compensation troubles ; but there is 
reason to fear that such a “remedy,” 
if generally applied, would not be 
beneficial to the casualty business. 


1—Coverage of the compensation and the 
other liability Hazards of any given 
risk by the same carrier is generally 
the most economical arrangement from 
standpoints of assured and company 
alike. If the stock companies as a 
group abandon the compensation busi- 
ness, they will be paving the way for 
loss of a large part of the related lines 
(Automobile and Other Public Liabil- 
ity and Property Damage) to the car- 
riers that take over the compensation 
business. 


2—Agitation for monopolistic state funds 
is perennially persistent and is not con- 
fined to compensation insurance. The 
demand for compulsory automobile 
liability insurance, coupled with a com- 
pensation scheme for automobile acci- 
dents and a monopolistic state fund, is 
equally strong. Relinquishment of the 
compensation business by the stock 
companies will add great impetus to 
this monopolistic movement in the au- 
tomobile liability field. 





3—It is hazardous to argue that because 
of the public’s peculiar interest in the 
workmen’s compensation system, com- 
pensation insurance is any less an ap- 
propriate field for private enterprise 
than are the other casualty lines. It 
is true that the public has expressed 
its concrete interest in the compensa- 
tion plan through the enactment of the 
compensation laws, but, on the other 
hand, legislative bodies are constantly 
giving equally concrete expression to 
the increasingly active interest of the 
public in other lines of casualty in- 
surance. The dividing line between 
those kinds of insurance which are 
strongly tinged with the public interest, 
and those kinds which are not, is rap- 
idly shifting, if not fading out alto- 
gether; and any attempt to delimit 
the field of private insurance upon 
basis of any such uncertain distinction 
is bound to resuit unhappily. 


Compensation insurance is a mem- 
ber which cannot be amputated with- 
out impairing the vitality of the en- 
tire casualty organism. 


Qa 


aA widely advocated 
“solution,” which might be 
termed the “doctrine of necessary 
evil,” runs to the effect that compen- 
sation business is bad, that little can 
be done to make it better, but that 
the stock companies can endure the 
situation by limiting the ratio of 
their compensation volume to their 
other writings. 


Compensation insurance results 
will have to improve greatly before 
the application of this theory will 
ever produce satisfactory results. 
During the years 1926 to 1932 in- 
clusive, stock companies entered in 
New York suffered an underwriting 
loss, countrywide, of $105,241,107 








TABLE I 
Workmen’s Compensation Insurance 


Comparison of Countrywide Results for Participating and Non-Participating Carriers 1923-31 


Acqui- Under- 
: sition Other Total Total writing 
Premiums Losses Loss Cost Expense Expenses Expense Underwriting Gain 
Year Earned Incurred Ratio Ratio Ratio Incurred Ratio Gain Ratio 
Non-Participating Carriers: 
1923 464,028 $ 65,845,066 67.6% 18.0% 24.0% $ 40,976,678 42.0% $ -9,357,716 -9.6% 
1924 110,158,840 799,661 71.5% 17.9% 24.2% 46,328,110 42.1% -14,968,931 -13.6% 
1925 121,856,029 82,212,068 67.5% 17.8% 23.8% 50,715,499 41.6% -11,071,538 -9.1% 
1926 138,129,997 93,150,364 67.4% 17.4% 23.1% 55,871,967 40.5% -10,892,334 -7.9% 
1927 144,236,109 94,194,808 65.3% 17.8% 24.0% 60,161,026 41.8% -10,119,725 -7.1% 
1928 142,467,027 90,612,507 63.6% 18.1% 23.8% 59,728,600 41.9% -7,874,080 -5.5% 
1929 152,414,449 103,806,536 68.1% 18.3% 24.2% 64,718,200 42.5% -16,110,287 -10.6% 
1930 150,222,959 103,392,278 68.8% 18.2% 25.3% 65,376,695 43.5% -18,546,014 -12.3% 
1931 125,802,969 91,329,610 72.6% 18.6% 26.9% 57,292,085 45.5% -22,818,726 -18.1% 
Total  $1,182,752,407 $803,342,898 67.9% 18.0% 24.4% $501,168,860 42.4%  $-121,759,351 -10.3% 
Participating Carriers: 
1923 $ 28,071,846 $ 18,721,488 66.7% 4.4% 18.9% $ 6,529,418 23.3% $ 2,820,940 10.0% 
1924 32,139,814 20,416,047 63.5% 41% 18.5% 7,251,925 22.6% 4,471,842 13.9% 
1925 34,206,818 21,126,111 61.7% 4.0% 18.0% 7,508,866 22.0% 5,571,841 16.3% 
1926 39,658,451 24,726,474 62.3% 4.0% 17.6% 8,585,801 21.6% 6,346,176 16.1% 
1927 42,784,173 26,564,333 62.1% 3.9% 16.9% 8,916,282 20.8% 7,303,558 17.1% 
1928 46,342,793 30,268,065 65.3% 4.0% 17.3% 9,868,369 21.3% 6,206,359 13.4% 
1929 49,833,307 34,678,537 69.6% 3.9% 17.5% 10,649,971 21.4% 4,504,799 9.0% 
1930 46,136,057 29,136,198 63.2% 3.9% 18.8% 10,483,203 22.7% 6,516,656 14.1% 
1931 37,745,496 24,897,705 66.0% 4.3% 20.9% 9,521,540 25.2% 3,326,251 8.8% 
Total $356,918,755 $230,534,958 64.6% 4.0% 18.2% $ 79,315,375 22.2% $ 47,068,422 13.2% 


Above figures are from Part 2 of Table IX, New York Insurance Reports, Part III. 
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Progressive Enterprise Is Often Associated With Special Hazards to Be Guarded Against 


on their compensation business, ac- 
cording to the Casualty Experience 
Exhibit compiled by the National 
Bureau of Casualty & Surety Under- 
writers. This sum represented 11.4% 
of the same companies’ net compen- 
sation premiums earned, and 4.8% 
of the net premiums earned by these 
companies in the other casualty (a) 
lines during the same period. Ac- 
cordingly, in order to “break even” 
on underwriting these companies 
would have had to make an under- 
writing profit of 4.8% on casualty 
lines other than compensation. As a 
matter of fact, the stock companies’ 
underwriting result on these other 
lines was a gain amounting to 1.2% 
of the net premiums earned for such 
lines. 


During the period, compensation 
premiums represented 42.3% of 
other casualty (a) premiums for the 
companies in question. If a company 
with an average compensation ex- 
perience was able to hold this ratio 
down to half the average, or 21.2%, 
the percentage of profit required on 
its residual casualty lines in order to 
absorb the compensation underwrit- 
ing loss was correspondingly cut in 
two, i. e. reduced to 2.4%. However, 
it is obvious that all companies can- 
not write less than the average quota 
of compensation; and it is equally 
clear that the stock companies cannot 


(a) Excluding fidelity and surety, accident and 
health, and credit. 


afford a 2.4% handicap in their gen- 
eral casualty underwriting. 

The “necessary evil” theory, like 
the “abandonment” theory, is no 
solution, but is rather a confession 
of inability to overcome the difficul- 
ties of the compensation business. 

It has been contended that the solu- 
tion lies in the establishment of “one 
big carrier” to handle the compensa- 
tion business for the stock companies. 

This very plan was tried for cer- 
tain extra-hazardous classes of com- 
pensation risk, and it is a matter of 
record that the experiment was not a 
success. It is to be doubted that 
enough companies could be interested 
to warrant the launching of this 
project. 

The plan has none of the virtues 
of private enterprise as normally 
conducted. To the extent of its adop- 
tion, the scheme would eliminate 
inter-company competition. The offi- 
cials administering the carrier would 
be responsible to no single unit of 
invested capital, and thereby the chief 
safeguard to the wellbeing of any 
corporate venture would be removed. 
Incidentally, the adoption of this 
plan upon any broad scale would con- 
stitute a strong argument for state- 
managed monopoly; for if competi- 
tion, and thereby the incentive for 
efficient operation, is once eliminated 
from the business, what service will 
then be rendered by the companies, 
which, in theory at least, cannot be 


rendered 
bureau ? 


Certain distinguished casualty ex- 
ecutives have expressed the opinion 
that if the compensation rate-making 
plan had been all that it should have 
been, the heavy underwriting loss, or 
at least the greater part of it, would 
have been avoided ; and that hope for 
the future lies in the direction of im- 
provement in rate-making methods. 

Like other man-made instruments, 
the rate-making plan has been, is, 
and doubtless always will be imper- 
fect; but it is fair to ask whether, in 
view of certain fundamentals which 
are beyond the control of the rate- 
making bureaus, these bodies have 
not been presented with an impossi- 
ble task. 


Until comparatively recently, the 
stock carriers as a group opposed any 
substantial margin of safety in the 
rates because of the tendency on the 
part of the better risks to save such 
margin by switching to participating 
insurance, or to self-insurance. , At 
the same time, stock company repre- 
sentatives insisted upon “adequate” 
rates. The result of these divergent 
desires was the doctrine of “right 
rates.” 

“Right rates,” as understood by 
this writer, are rates so low that the 
difference in net cost to the assured 
between stock and participating in- 
surance is inconsiderable, and yet so 
high that the stock carriers will make 


equally well by a state 
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an underwriting profit. Since the 
combined loss and expense ratio of 
the participating carriers in the nine 
years ended with 1931 averaged 23.5 
points lower than that of the non- 
participating companies, any rate- 
maker who hits this target may right- 
fully claim his niche beside William 
Tell, Daniel Boone, and the other 
great marksmen of history! As long 
as the total loss and expense cost of 
the stock companies substantially ex- 
ceeds that of the participating car- 
riers, the former must either write 
at rates below their demonstrated 
costs, or subject themselves to fur- 
ther adverse selection, which again 
tends to increase costs; and this 
dilemma is one for which the rate- 
makers are not responsible. 


OAs 


Is There a Better Pattern for the 
Compensation Business? 


HERE is reason to believe that 

a study of life insurance practice 
might suggest helpful improvements 
in the compensation field. The com- 
pensation risk is a human one, not a 
property risk. Furthermore, the 
compensation insurance contract, 
even though undertaken nominally 
for a one-year term, creates a long- 
term relationship somewhat analo- 
gous to that of group life insurance, 
because the settlement of long-term 
claims protracts the company’s con- 
tact with the employer and his em- 
ployees over a considerable period. 

The life companies as a group do 
not lack serious problems, but they 
are presently in a happier position 
than are the casualty companies. 
They have consistently enjoyed an 
underwriting profit (a). The life 
business is free from serious con- 
troversy, either with state authority 
or between companies, as to scale of 
premium rates. Life companies suf- 
fer a minimum of credit difficulties 
because they adhere to the policy of 
requiring payment of premiums in 
advance. The expense ratio of the 
life companies is low enough to 
avoid serious criticism; unlike the 
stock casualty companies, they com- 
pete openly in the matter of net pre- 
mium cost; and, perhaps for these 
two reasons, they are not subject to 
the threat of state insurance. 

Since the position of the life busi- 
ness is evidently more secure than 
that of the casualty business, it 
would seem worthwhile to present 
the following comparison of certain 
of the conditions prevailing respec- 
tively in the two fields. On the cas- 

(a) Ben total ‘“‘margins’” (expense loadings plus 
mortality gains) have consistently exceeded total in- 
surance expenses. Gain from surrendered, lapsed, 


and changed policies is an additional source of un- 
derwriting profit. 
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ualty side, this comparison is con- 
fined to conditions surrounding 
compensation insurance. 

The foregoing comparison brings 
out many points of difference be- 
tween the conditions surrounding 
compensation insurance and _ those 
prevailing in the life field. 

It is clear that whereas any given 
stock casualty company has virtually 
no control over the net amounts 
charged to its policyholders for com- 
pensation coverage, the individual 
life company enjoys considerable 
latitude in this respect. 

A life company (whether stock or 
mutual) may first make its choice be- 
tween the participating and the non- 
participating plans. It exercises still 
further control over the Assured’s 
net cost through selection of (1) the 
basis of net premiums (pure premi- 
ums), (2) the expense loading for- 
mula, and (3) the dividend formula 
(if the participating plan is adopt- 
ed). Accordingly, there is open com- 
petition among the life companies in 
the matter of the Assured’s net cost 
as contrasted with the condition pre- 
vailing in the compensation business 
where neither the individual (stock) 
company’s loss cost nor its expense 
cost may under prevailing practice 
be reflected in the net amount which 
the Assured pays for his coverage. 

The compensation business is op- 
erating in a vicious circle. Relative- 
ly high cost to the Assured brings 
about adverse selection against the 
stock carriers. This diversion of the 
better risks increases not only the 
loss ratio, but, through the thinning 
of volume, the expense ratio as well. 
The resulting high loss and expense 
costs are reflected in demands for 
rate increases, and, to the extent to 
which these demands are realized, 
the selection against the stock com- 
panies is intensified. The example 
of life insurance strongly suggests 
that this dangerous situation may be 
due to error in the concepts which 
have hitherto governed the conduct 
of the casualty business. 


SOD 
A More Elastic Operating Code 


HERE is reason to believe that 

the stock compensation business 
needs not so much a new rate-mak- 
ing plan as somewhat more elasticity 
in its fundamental operating code. 
Particularly, the following articles of 
this code seem to require modifica- 
tion: 

I—There shall be no competition between 
stock companies in respect of the as- 
sured’s net premium cost.— 

There always has been, and there is 
bound to be, competition in the matter 
of premium cost. If the avowed 
method of operation does not recog- 


nize this competition, it will still take 
place through such illegitimate devices 
as distortion of the rating plans, mis- 
classification, failure to report full 
payroll, switching of payrolls from 
higher rated to lower rated classifica- 
tions, and so on. 


II—A stock company shall not pay divi- 
dends to policyholders.— 

Payment of dividends to policyhold- 
ers upon the part of a stock company 
may run counter to classical capital- 
istic theory, but on the other hand, nu- 
merous American stock life insurance 
companies have been paying dividends 
to policyholders for many decades 
past with no apparent damage to their 
financial wellbeing or to their status 
as members of the life insurance group 
in good standing. 


The writer is of the opinion that 
the “repeal” or “nullification” of 
these two “noble experiments” would 
greatly facilitate the rehabilitation of 
the compensation insurance business. 


It is hardly debatable that compen- 
sation insurance can never achieve 
well-being as long as there exists the 
present wide divergence between the 
net cost (to the assured) of stock 
insurance and that of participating 
insurance. Doubtless such a differ- 
ence may obtain in some degree with- 
out harm to the business, but the 
present differential is so great as to 
bring about the progressive selection 
against the stock carriers which has 
made the situation so unstable, and 
so unprofitable to the stock compa- 
nies. Attempts have been made to 
bring this differential down to a rea- 
sonable point through modification 
of the rate-making and rating plans 
but such attempts have accomplished 
little and it seems evident that all ef- 
forts of this kind can achieve but 
slight success as long as the expense 
ratio of the stock companies contin- 
ues to be substantially greater than 
that of the participating companies. 


Can the stock companies hope to 
reduce their compensation expense 
ratio to a figure approaching that of 
the participating carriers? There is 
no inherent reason why this could 
not be accomplished within a reason- 
able time but evidently it would re- 
quire the following steps: 


1—A substantial reduction in acquisition 
costs on compensation business and 
possibly on related liability lines — 

Present stock acquisition costs on 
compensation business constitute a bar 
to even approximate parity in expense 
ratios as between the stock and non- 
stock groups. (See Table I.) 


2—Withdrawal by any given company 
from territories where such company 
has no reasonable prospect of a com- 
pensation volume sufficient to support 
an adequate service organization.— 
Compensation insurance is a class of 
busimess which cannot be successfully 
conducted as a side line. No matter 
what operating plan is adopted, there 
is only trouble ahead for any carrier 
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which enters or continues in this field 
without an adequate service organiza- 
tion, which must include competent 
specialists in the fields of underwriting 
and rating, safety engineering, medi- 
cal service, claims handling and audit- 
ing. Such a well-rounded organiza- 
tion cannot be maintained in any ter- 
ritory where a given company has less 
than a reasonably substantial volume 
of compensation business. 


companies in the compensation field, 
but if this line once becomes a paying 
proposition to the companies that are 
fully equipped to write it, the other 
companies will be able to cut it out 
without serious effect upon agency 
plant. 


The adoption of all three of these 
measures could hardly be expected 
to bring about the millenium imme- 
diately, but the reduction of acquisi- 
tion costs coupled with the with- 
drawal from territories where the 
service lines of the individual com- 
panies are now too widely extended 
would yield tangible savings at the 
outset and the achievement of a nor- 
mal loss ratio might reasonably be 
expected to follow once the present 
selection against the stock carriers is 
arrested. 


3—The adoption of some plan whereby 
stock company assured will over a 
period benefit in some degree from 
economies in the loss and expense costs 


Up to this time, there have undoubt- : 
of the carrier.— 


edly been too many companies in the 
compensation field and to an even 
greater extent too many compensation 
carriers in any given area. The result 
has been not enough trained personnel 
to go around. A reduction in the num- 
ber of carriers operating in each ter- 
ritory would enable the companies 
which continue in the business to im- 
prove their operating standards and B 
at the same time reduce their overhead F 


Two logical alternatives are here 
presented : 


A. Adherence by carriers of all 
classes to a single rate level with 
the steck companies operating on 
the participating plan. 


It is likely that the changes in pol- 
icy just discussed might pave the 


A tower rate evel for songer- °F for the elimination of rate level 


‘ ticipating companies than that Controversies from the compensation 
os charged by participating com- business. If the stock companies are 
Doubtless it would be better for panies. Any given stock company pledged to the policy of granting to 


could then choose between the 
participating plan on the one hand 
and the non-participating plan 
with its lower rates on the other. 


some cOmpanies now writing a small 
or scattered compensation volume to 
withdraw from the line altogether. 
Agency pressure may be holding such 


the assured through dividends or 
through rate differentials a fair pro- 
portion of savings in operating costs, 








TABLE II 
COMPARISON OF CERTAIN OPERATING CONDITIONS—COMPENSATION INSURANCE 
AND LIFE INSURANCE 
COMPENSATION INSURANCE 
Level of Gross premium rates pitched with intention of re- 
producing loss and expense costs of stock carriers (small 


emergency loading included in formula beginning 1931). 
In practice, inadequate to cover such costs. 


LIFE INSURANCE 


Net pure premium rate level pitched in theory to 
correspond exactly to mortality to be expected. 
Practically, these net premiums provide sub- 
stantial margin over normal mortality. Expense 
loading varies by companies, and is abundantly 
adequate if mortality margins are taken into 
account. 


RatE LrEvELs 


UNIFORMITY OF In “regulated” states, uniform for all carriers whether stock 
RATES or participating (with a few exceptions). In non-regulated 
states, about the same situation in theory. 


Participating carriers charge considerably higher 
gross rates than do the non-participating. 





CoMMISSION 
ScALe (“AcQuISsI- 
TION AND FIELD 
SUPERVISION 
Costs”) 


DIVIDENDS TO 
POLICY HOLDERS 


Monetary Ap- 
VANTAGE TO 
POLICYHOLDER IN 
CONTINUING 
Poticy CONTRACT 
Beyonp ANNI- 
VERSARY DATE 


STATE SUPERVI- 
SION OF PRE- 
MIUM RATES 


STATE SUPER- 
VISION OF 
RESERVES 


Stock companies are generally commited to a uniform scale 
of commissions, which is the same for both new and re- 
newal business, Some of the non-participating carriers do 
not pay “commissions” as such, but, instead, employ salaried 
solicitors. In general, the acquisition cost of the participat- 
ing carriers is much lower than that of the stock companies. 


The greater part of the business is written by stock com- 


panies operating on the non-participating plan. The re- 
mainder of the business is written by various classes of par- 
ticipating carriers, including mutual companies,  state- 
managed insurance funds, reciprocal associations, and a 
few participating stock carriers. 


No such advantage. 


Premium rates subject to state approval in a great many 
states, including preponderant majority of states where 
there is substantial premium volume. With few exceptions, 
this means state requirement that there be a single set of 
rates for all carriers. 


Premium and loss reserves are both subject to theoretically 
rigid state require ments, but violation of the spirit of these 
requirements is hard to detect except upon examination of 
the records of the company, largely because compliance 
with the letter of the state requirements will not produce 
adequate reserves if the premium scale is not adhered to, 
or is inadequate for the business of a given company. 


Percentage-wise, there is little if any difference 
between the commission cost of the participat- 
ing and the non-participating carriers is small. 


By far the greater part of the business is written 
upon the participating plan. Most, but by no 
means all, of the participating carriers are mu- 
tual companies. 


Premium Rates, dividend scales, and surrender 
values are so fixed that generally speaking, some 
equity is sacrified where business is “switched” 
to another company. 


No direct state approval of gross premium rates, 
though companies charging less than a certain 
minimum scale are required to set up special 
premium deficiency reserves. This situation per- 
mits the difference in premium scales above re- 
ferred to. 


The loss reserve is a relatively minor quantity and 
so simple of determination that failure to set it 
up in full would involve outright dishonesty. 
The premium reserve, although elaborate in 
principle, is, in practice, simple of computation 
and easy of verification. 
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why should state authorities oppose 
the adoption of abundantly adequate 
premium rates? If rate controver- 
sies could be done away with, as they 
have in life insurance, the resulting 
benefits to the business would be 
many. Since the level of cost to the 
assured would be determined through 
competition, the operating expense 
of rate-making bodies could doubt- 
less be reduced and these organiza- 
tions could still do more and better 
work upon the constructive task of 
evolving equitable rates and rating 
plans. At the same time, state su- 
pervising authorities would find 
themselves in position to devote more 
intensive effort to their most impor- 
tant function, namely, the protection 
of the insurance public in respect of 
the adequacy of reserves and the 
general financial soundness of the 
carriers. 

As regards the matter of reserves, 
it may be well to point out the im- 
portance of a single uniform stand- 
ard, even if uniformity in premium 
rates is not required. The mechan- 
ics of uniform premium and loss re- 
serve requirements would not be dif- 
ficult provided that any scale of non- 
participating rates bears a known 
percentage relation to the standard 
participating rate scale. It should 
go without saying that the approval 
of a rate scale lower than the stand- 
ard participating scale should be con- 
ditioned upon statistical proof that 
the total costs (loss ratio plus ex- 
pense ratio) of the applicant com- 
pany warrants such lower rates. 

Further Suggestions From the 
Life Field 

IFE insurance practice suggests 

two other reforms which might 

profitably be considered by the cas- 

ualty business, not only with regard 

to compensation insurance, but with 
respect to other lines as well. 

1—The Credit Problem. f 

Credit difficulties have been a seri- 

ous handicap to the casualty com- 

panies during the past few years. The 

total credit loss is not a matter of pub- 

lic record, since it is not confined to 

“Agents’ Balances Charged Off,” but 

includes the cost of “free insurance” 

which is concealed in “premiums on 

policies not taken” and “return pre- 

miums on policies cancelled.” Aside 

from the direct monetary loss to the 

companies, the unsound credit situa- 

tion has subjected home office, branch 

office and agency staffs to untold wear 

and tear, and has been seriously de- 

structive of the morale of the business. 

In the life business, the credit problem 

is not a difficult one. The assured may 

pay his premium for a year, for a half 

a year, or for only three months, but 

in any event either the premium is paid 

in advance of the term to which it re- 

lates (or within the period of grace 

permitted by the policy), or the policy 

automatically lapses. Why should the 

lapse principle not be adopted in the 
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casualty field? True, its application 
might require a broader use of the in- 
stallment plan of premium collection, 
but it would seem better to get the 
premium in installments than to ex- 
tend coverage for which no premium 
is received. 
2—Tenure of the Policy Contract. 
_ It is now the practice in the casualty 
field to write an entirely new policy 
contract upon each yearly anniversary 
date. This practice is not only ex- 
pensive, but it is disturbing to the in- 
surance relationship, and the labor of 
preparing and delivering the new pol- 
icy constitutes only part of the waste 
involved in this plan. The issuance of 
a brand-new contract encourages the 
assured to feel that the anniversary 
date is an appropriate time to “shop 
around.” On the other hand, the is- 
suance of a contract of indefinite term 
with appropriate cancellation provi- 
sions, endorsed from time to time to 
reflect changes in rates and policy con- 
ditions, would promote a sense of 
continuity in the contractual relation 
which would be of real value to both 
parties. Further than this, would it 
not be worthwhile to consider ways 
and means of making “switching” un- 
profitable to the assured? Companies 
operating on the participating plan 
might properly require that the divi- 
dend to the policyholder shall be in 
part contingent upon continuance of 
the contract beyond the anniversary. 
A similar device could be employed in 
the case of non-participating contracts 
in the form of a cancellation fee equiv- 
alent to some portion of one year’s 
difference between the standard partic- 
ipating rates and the scale of non-par- 
ticipating rates charged under the 
contract. 
Se 


HE writer has done his_ best to 

demonstrate that the root of the 
troubles in the compensation busi- 
ness lies not in the rate-making 
method but in the fundamental op- 
erating plan of the business; that 
both internal analysis and a compari- 
son with life insurance conditions in- 
dicate that no permanent betterment 
can be accomplished without cutting 
acquisition cost, reducing the num- 
ber of carriers in any given territory 
to a point where there is enough 
business to go around, and sharing 
the resulting economies with the as- 
sured ; and that if open competition 
as to net premium cost were to take 
the place of the present rate level 
controversies, there might be anti- 
cipated a greater degree of stability 
and with it the opportunity for more 
efficient, economic, and constructive 
operation. 

Throughout the recent depression, 
industry has been engaged intensive- 
ly in the endeavor to discover oper- 
ating methods which will produce a 
profit even under unfavorable eco- 
nomic conditions. Action has crowd- 
ed on the heels of research and out- 
worn methods and obsolete machin- 
ery have both been ruthlessly scrap- 
ped. The business of casualty insur- 
ance cannot afford to ignore this 





heartening example. The present is 
no time for rigid adherence to the 
tenets of the past save to the extent 
to which they have proved their 
merit in foul weather as well as fair. 


Nor should we defer forthright 
dealing with the compensation prob- 
lem because of the hope and thought 
that better general business condi- 
tions are just ahead. 


Forbid Rate William A. Sullivan, 
Deviation in Insurance Commis- 
Washington sioner of Washing- 

ton, announced that 
no deviations will be approved by 
the Washington Insurance Depart- 
ment after the newly enacted law, 
requiring uniform deviations on all 
classes written by fire companies 
in the state, becomes effective on 
June 7th. A parity in rates of all 
stock companies will result unless 
some companies elect to contest 
the Commissioner’s right to pro- 
hibit the use of deviations. The 
ruling of Commissioner Sullivan 
follows in part: 

“T base my decision upon the following 
facts: 

“The Globe and Rutgers Fire Insurance 
Company, one of the largest in the United 
States, has only recently failed. The Na- 
tional Surety Company, one of the largest 
surety companies in the United States, has 
only recently failed. 

“The loss ratio of the fire insurance 
companies doing business in the State of 
Washington, taken as a whole, has been 
abnormally high for several years last 
past. : 

“The Commissioners of twenty-seven 
states have recently prohibited life insur- 
ance companies from making any loans 
on their policies. 

“It is a matter of common knowledge 
that securities held by the insurance com- 
panies of the United States have depreci- 
ated in value enormously. 

“Because of the above facts, as Com- 
missioner of the State of Washington, I 
think my paramount duty to the public is 
to do all I can to preserve the stability 
of the insurance structure. Should I per- 
mit some companies to file deviations, that 
is, cut rates, it is inevitable that the stress 
of competition will force other companies 
to likewise cut rates and a vicious rate 
war would inevitably result. The history 
of the insurance business in the state of 
Washington points definitely to such a re- 
sult. My predecessor, Mr. Fishback, was 
only a few years ago compelled to go into 
the courts in the case of Fishback v. Con- 
tinental Insurance Company to stop a ruin- 
ous rate war. This rate war occurred dur- 
ing years when business conditions were 
the best. Now, with conditions as they 
are, as Commissioner of Insurance in this 
state, I feel it is my duty to see that no 
one ‘rocks the boat.’ 

“Therefore, I have issued an order that 
there will be no deviation permitted dur- 
ing the present economic stress. When 
times become better and conditions in the 
insurance world are more secure, then it 
may be this order will be rescinded, but 
for the present there will be no deviation 
and resulting rate wars in the state of 
Washington so long as I am Insurance 
Commissioner.” 











‘Interstate Liquidations 
(Continued from Page 15) 


The broad outlines of such a statute 
may be rather readily sketched. It 
would be an amendment to the 
National Bankruptcy Act following 
after the recent amendments apply- 
ing to individuals and railroads. One 
proposed draft has been worked out 
along the following lines: 


The basic provision of this draft 
would permit the state supervisory 
officials at any time to apply to a 
federal court within whose jurisdic- 
tion a company is domiciled for its 
liquidation or reorganization. The 
commissioner of the company’s home 
state might make an individual peti- 
tion or certain number of commis- 
sioners from other states might unite 
in such a petition. 


The court to which stich an appli- 
cation should be made would hold a 
hearing and in the event of an ad- 
judication would become the primary 
court fundamentally in charge of the 
proceeding through the entire United 
States. The law and practice of such 
court would prevail throughout the 
entire proceeding. It would be the 
court of distribution of all general 
funds of the company. 


Each commissioner would have 
the right to apply to a federal court 
in his state for appointment as ancil- 
lary liquidator for such state. If he 
did not choose to do so the primary 
liquidator would have authority in 
such state automatically by operation 
of law. The duties of the ancillary 
liquidator would be those of assisting 
the primary liquidator in a collection 
of assets and in a determination of 
local claims. He would also distrib- 
ute local special deposits and assets 
in which there were valid local pref- 
erences. The expenses of each liqui- 
dator would be drawn exclusively 
from funds collected by him except in 
extraordinary cases when funds from 
proceedings in other courts might be 
available under special order of those 
courts. 


EFEREES would be chosen 


from special panels appointed 
by the judges of the United States 


Circuit Court of Appeals. They 
should be men professionally fitted 
to direct an orderly and expeditious 


handling of the affairs of any pro- 
ceeding. As under the present bank- 
ruptcy system the references would 
be general in character and would 
largely dispense with the necessity 
of appearing before the court. 

The preferences in all general as- 
sets would be fixed by the statute. 
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This is of great importance in a num- 
ber of ways. An adequate and yet 
regulated preference for the wages 
of employees would apply univer- 
sally in all states. A uniform pref- 
erence to workmen’s compensation 
claims would likewise apply through- 
out every state. Such preference 
would have a known superiority to 
claims of the federal government. 
Under the present system this matter 
is little short of chaotic. There are 
preferences for compensation claims 
by statute in half a dozen states. 
Qualifying bonds are required in oth- 
ers. How far such laws are valid 
against assets in other states no one 
knows. 

Finally, the claims of the United 
States of America would receive a 
preference. It would be a regulated 
preference amenable to the rest of 
the law just like other claims. The 
present federal preference statute 
overrides all state laws. In the case 
of a surety company which is always 
confronted with contingent claims 
on bonds to the United States Gov- 
ernment amounting to many times 
the assets of the company, it is not 
an exaggeration to say that the Fed- 
eral law literally paralyzes the liqui- 
dation of the company and prevents 
distribution to any claimants, even 
those holding compensation awards. 

The reorganization provisions pos- 
sible in a Federal law would be par- 
ticularly useful. Uniformity in the 
treatment of creditors is particularly 
important in the case of reorgani- 
zations. 

Careful study and analysis lead in- 
evitably to the conclusion that such 
a statute will not constitute a first 
step toward general Federal super- 
vision of insurance. It would seem 
to supplement and strengthen rather 
than encroach upon state supervision. 

The chief objection to this pro- 
posed solution is that it might be 
considered to be so controversial 
that there would be no reasonable 
prospect of its early adoption. 

A less perfect but immediately 
practical solution of the lack of unity 
in liquidation would be a positive vol- 
untary program of cooperation un- 
der the auspices and guidance of this 
Convention. 


en Mon 


T must be frankly admitted that 

many of the difficulties which 
have been recited here are entirely 
beyond the control of the commis- 
sioner of insurance. The liquidation 
of insurance companies with one or 
two notable exceptions is within the 
control of the courts. In the case of 
the exceptions it is regulated by de- 
tailed state statutes. The require- 
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ments for special deposits and the 
matters of preference are likewise 
statutory. Nevertheless the reasons 
why an insurance company should be 
liquidated as one unit rather than as 
an indefinite number of such units 
are so clear and compelling that many 
courts will undoubtedly go a long way 
to surmount ordinary legalistic dif- 
ficulties if there is a concerted effort 
upon the part of others similarly sit- 
uated to conduct the proceeding in an 
enlightened manner. 

The efforts of individual commis- 
sioners to tighten the relationships 
between the various proceedings are 
insignificant in comparison with what 
may be done in that direction by the 
National Convention of Insurance 
Commissioners. Perhaps brief men- 
tion of some of the ways in which it 
would seem that the Convention 
might function would be appropriate. 

The matter would appear to be of 
sufficient importance at the present 
time to merit the appointment of a 
standing committee. To those who 
have been intimately concerned with 
liquidation matters during the past 
year or two there seems to be a 
pressing need for a standard form 
of agreement between domiciliary or 
primary and ancillary receivers. This 
might well be prepared by such a 
committee for consideration by this 
Convention. 

A written expression of the desir- 
ability of cooperation in such form 
as will be approved by the local court 
would enable a receiver at times to 
act in a manner which would other- 
wise be impossible. Similarly, a form 
of agreement which is standard and 
which has the approval of a body of 
recognized standing would be accept- 
able gt times where an agreement 
containing the same provisions but 
enjoying no such prestige would not 
be entertained. 

HE Convention could also con- 

sider with propriety adopting an 
official attitude upon certain general 
principles in addition to those em- 
bodied in any standard form of 
agreement. These matters need not 
be confined strictly to the particular 
phase of liquidation discussed in this 
paper. By way of illustration several 
such principles are suggested: 

(1) The liquidation of an insurance 
company should be conducted ev- 
erywhere under one set of laws, 
both substantive and procedural. 

(2) All creditors of the same class, 
wherever they are, should be 
treated equally and should share 


to a_ proportionate extent in the 
distribution of assets of the com- 


pany. 
(3) On the other hand, when creditors 
of apparently the same class are 
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Claims Arising From Fires on State Borderlines May Often Complicate Liquidation Proceedings 


in different classes owing to some 
provision of state law, the conse- 
quences of this difference should 
be followed through without any 
effort to retaliate or to compen- 
sate therefor in the liquidation 
proceeding. 

(4) The interpretation of any state 
statute should, where possible, be 
left for determination with the 
courts of the state in question. Un- 
satisfactory determinations should 
be appealed rather than nullified in 
some collateral way. 

There should be one central dis- 

tribution of all general assets to 

all general claimants. 

(6) Claimants whose claims are con- 
tested, however, should have some 
opportunity for a day in court in 
the state of their residence, par- 
ticularly where the claims are 
small. 

(7) Claims made both against special 
trust deposits and generally against 
the assets of the company should 
be determined only once. 


Much in this paper has been drawn 
from the experiences of the New 
York Insurance Department over 
the past two years in the liquidation 
and reorganization of companies 
which were doing business on a 
country-wide basis. The problems are 
serious and their solution is difficult. 
No delusion exists that there is any 
magic way in which the flood of evil 
consequences which follow in the 
wake of the failure of a large insur- 
ance company can be stemmed. 

It has seemed to the New York 
Department, however, that what is 
most lacking and what must be sup- 


plied is a national point of view to 
take the place of the prevailing state 
point of view. Those who handle the 
winding up of such a company 
should be able to think of the assets 
as a whole, of all of the creditors. 
Otherwise, assets are needlessly 
wasted and creditors fare unequally. 


Y 


HILE the New York Superin- 

tendent of Insurance, as liqui- 
dator has at times taken positions 
somewhat inconsistent with this ar- 
gument, it was not because he ap- 
proved of such position but because 
he felt bound to act’ in the interests 
of New York creditors as all other 
receivers were acting for their re- 
spective creditors. 


No positive preference has been 
expressed with regard to the alterna- 
tive methods whereby it is believed 
this missing essential can be supplied. 
The one represents perhaps less a 
break with the past. The other repre- 
sents a more certain way of attaining 
the desired end. Perhaps to a certain 
extent the two are not mutually ex- 
clusive. 


It is not the purpose of this ad- 
dress to analyze or discuss the merits 
of Federal versus State supervision 
of insurance. This much however is 
clear. From the standpoint of State 
supervision it is imperative that cer- 
tain existing defects in present meth- 


ods of liquidation be remedied with 
all reasonable speed. Unless state in- 
surance supervisors are willing to 
take the responsibility for bringing 
about this needed improvement in 
the liquidation of large insurance 
companies and in the reorganization 
of such companies in so far as it 
necessarily involves the processes of 
liquidation, others will probably do 
so. The problem is one which would 
seem to demand action by this Con- 
vention and its individual members 
in the interest of efficiency, economy, 
good government and the well being 
of those unfortunately involved in 
the affairs of delinquent insurance 
companies. 


J. S. Kemper 
Returns from 
European Trip 


JAMES S. Kem- 
per, president of 
the Lumberman’s 
Mutual Casualty 
Company of Chicago, returned home 
on June 30th after a sojourn of sev- 
eral weeks in Europe where he rep- 
resented the Chicago Association of 
Commerce, the United States Cham- 
ber of Commerce and the National 
Association of Mutual Casualty Com- 
panies as a delegate to the annual 
convention of the International 
Chamber of Commerce held at Vien- 
na. Following the Vienna meeting 
Mr. Kemper was in London observ- 
ing the monetary and economic con- 
ference. 
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Definition of “Marine” by Convention 


Much Disputed Question Clarified by Interpretation 
Decided Upon by Commissioners 


LONG controversy was ended 

by agreement when representa- 

tives of the fire, marine, and 
casualty underwriters submitted to 
the subcommittee on marine insur- 
ance an agreed upon definition of 
what constitutes marine coverage for 
adoption by the National Conven- 
tion of Insurance Commissioners. It 
is hoped that this definition, by setting 
definite limitations to the scope of 
marine insurance, will preserve fire 
and casualty business from further 
inroads by over-ambitious underwrit- 
ers and will result in peace and har- 
mony in a part of the insurance field 
where much argument has prevailed. 


That the agreement is acceptable 
to the marine underwriters would 
apparently be indicated by the fact 
that Colonel A. G. Thatcher, repre- 
senting the American Institute of 
Marine Underwriters, presented the 
agreed upon definition to the special 
committee, consisting of Superin- 
tendent of Insurance Van Schaick of 
New York, Commissioner Dunham 
of Connecticut, and Commissioner 
McClain of Indiana. Mr. Beha of the 
National Bureau and Mr. Haid of 
the Insurance Executives Association 
stood up in their places immediately 
thereafter to say that the proposed 
definition was entirely acceptable to 
both the casualty and fire interests. 
The representative of the companies 
further stated that if the definition 
were agreed to by the convention 
they would ask for the setting up of 
a standing committee to be known as 
the Committee for the Definition and 
Interpretation of Underwriting Pow- 
ers which will act as an appeal board 
in the event of disputes as to the 
meaning of the definition adopted. 


Yo 


HE companies also stated that 

they are ready to enter into an 
enforcement agreement, to be signed 
by all of the companies writing ma- 
rine, fire and casualty, under which 
they will bind themselves to abide by 
the definition just adopted, with a 
joint committee of fire, casualty, and 
marine executives to decide any dis- 
puted questions with right of appeal 
to the committee of commissioners 
which will be set up. 


The dispute between the various 
types of carriers, apparently ended 
by this definition, goes back to the 
period immediately after the war 


when marine underwriters first real- 
ized the broad scope of the policies 
which they could furnish and began 
to push aggressively into new fields. 
Various types of property at per- 
manent locations were protected 
against all risks with the tacit con- 
sent of the other underwriters, since 
there was no other form of insurance 
protection which would meet the 
needs of the insured. As their busi- 
ness expanded, however, the marine 
underwriters became more ambitious 
and soon complaints were made that 
they were covering property which 
should have been written under fire 
or casualty policies. 


Matters came toa head a little over 
a year ago when the marine com- 
panies began to adopt, on a nation- 
wide scale, the personal property 
floater, sometimes known as_ the 
householders comprehensive policy, 
which provides in one policy com- 
plete protection for all the personal 
property of the insured against prac- 
tically every hazard. Since such a 
policy would result in the cancella- 
tion or laxation of a large amount of 
resident burglary business and house- 
hold contents fire policies there was 
an immediate protest from both the 
fire and casualty companies. After 
giving the matter long study Com- 
missioner Van Schaick of New York 
promulgated a definition of marine 
insurance in October of last year 
which is substantially the same as the 
one agreed upon by the National Con- 
vention of Insurance Commissioners. 


SOS 


T permitted the marine companies 
a free hand in affording insurance 
on imports and exports so long as 
the subject matter of the insurance 
maintained its character as such. Ma- 
rine companies were permitted to 
insure merchandise for not more than 
thirty days after arrival at the con- 
signee’s premises in the case of goods 
on consignment or for a like period 
at premises not under the control of 
the insured where merchandise is 
shipped not on consignment in purely 
domestic shipments. The marine com- 
panies were prohibited from extend- 
ing tourists floater policies to include 
hazards in the permanent residence 
of the insured. This definition was 
studied by all classes of carriers in 
the intervening eight months and was 
used as the basis for the definition 
agreed upon by the companies. 
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Notice Necessary For 


Effective Cancellation 
Notice of cancellation of a fire 
insurance policy by the assured is 
not effective until it has been re- 
ceived by the company, according 
to a decision rendered June 2nd by 
the Appellate Division of the New 
York Court, affirming a decision of 
the Supreme Court in an action 
brought by the Louisiana Public 
Utilities Company against twelve 
insurance companies. The - case 
hinged on a notice of cancellation 
sent by the broker of the insured 
to the agent of the defendant com- 
pany which stated that cancella- 
tion would be effective as of noon 
on October Ist but which was not 
received until October 3rd, the in- 
sured property burning at 3 P. M. 
on October Ist. The loss sustain- 
ed amounted to $64,083 and at the 
time of the fire there was in force 
$69,600 insurance in the Standard 
Insurance Company of New York. 
The Standard paid half the loss, 
contending that the policies of the 
other companies were still in force 
and that they were liable for the 
other half. 

Prior to the date of the fire, the 
plaintiff, through Wagner-Taylor 
Company of Philadelphia, its brok- 
er, had secured insurance from the 
Hartwig-Moss Insurance Agency 
of New Orleans. In September, 
1928, the plaintiff changed brokers 
and gave the handling of the insur- 
ance to the Brown-Crosbv Com- 
pany of Philadelphia upon its 
showing that it could secure a low- 
er rate and on September 28th de- 
cided to cancel the insurance it 
then had as of October Ist. On 
September 26th Brown-Crosby 
Company bound the line in the 
Standard. On September 27th an 
officer of the company wrote the 
Wagner-Taylor Company that it 
had decided to cancel the insurance 
as of October Ist and that it there- 
fore would not need the binder 
which Wagner-Tavlor Company 
had secured but said “you will re- 
ceive instructions directly from 
Harrisburg with reference to the 
cancellation and not from me.” 

The formal order to Wagner- 
Tavlor Company to cancel was 
dated September 28th. On Octo- 
ber Ist it wrote Hartwig-Moss Tn- 
surance Agency requesting cancel- 
lation and: the letter was received 
bv the agency on October 3rd, two 
davs after the fire and was answer- 
ed by telegram, claiming cancella- 
tion as of October Ist. Tn his opin- 
ion Judge Martin savs in part: 

(Continued on Page 31) 








28 


About Insurance World 


(Continued from Page 8 ) 


pensation Insurance?” The paper 
was essentially a comparison of the 
methods used in writing compen- 
sation insurance with those in life 
insurance with the suggestion that 
the compensation underwriters 
could greatly profit by following 
many of the methods in life insur- 
ance. 


Compensation The Annual Report 
Loss Ratio of the Compensa- 
Lower in tion Rating and In- 
New Jersey spection Bureau of 

New Jersey showed 
that for the calendar year 1932 the 
loss ratio on workmen’s compensa- 
tion insurance was 63.8% as com- 
pared with 67.8% in 1931 and 
69.3% in 1930. The highest loss 
ratio during the past five years 
was that in 1929 when the loss ra- 
tio was 73.9%, about 10% higher 
than the loss ratio in 1932. The 
expense ratio of the stock compa- 
nies reporting showed very little 
variation from 1931 to 1932, stand- 
ing at about 46% on the average of 
all stock company reports. The 
earned premiums for all companies 
doing business in New Jersey to- 
talled $10,672,315.00 with incurred 
losses of $6,815,000. 


Three States THE new auto- 
Approve Auto mobile fleet rating 
Fleet Plan formula and rules 
for the writing of 
fire and theft coverage recently 
promulgated by the National Au- 
tomobile Underwriters’ Associa- 
tion, have been approved for use 
by the insurance departments of 
Oklahoma, Kansas and West Vir- 
ginia. The formula and rules had 
previously been approved for use 
in a majority of the states where 
acceptance is necessary. 

Forms for writing financed auto- 
mobiles have been approved for 
use in Kansas and Oklahoma, and 
rates for writing financed cars have 
been approved for use in Kansas, 
Kentucky and Oklahoma. 


427,476 
Agents! 


According to figures 
gathered by Mr. Alvin 
Kingsbacher from a 
questionnaire distributed to the 
various insurance departments, 
there are 427,476 insurance agents 
licensed in the United States. The 
total figure for thirty-eight states 
and the District of Columbia, based 
on the 1932 reports, is 340,276 
agents. This is an average of about 
8,720 per state. There are ten 
states from which no replies were 
received. Assuming that the ten 
represent average states and there- 
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fore add 87,200 to the total for the 
thirty-eight states, there is a grand 
total of 427,476: 


The Fire Interesting statistical 
Insurance _ facts with reference to 
Statistician fire insurance during 
Reports the last year has been 


tabulated by the 
Weekly Underwriter. It states, 
for example, that the average rate 
of premiums in the United States 
in 1932 was 78c for each $100 of 
insurance, the lowest average rate 
on record, 3c lower than in 1931 
and 37c lower than the average for 
the first decade of the twentieth 
century. These figures are for fire 
insurance and do not include motor 
vehicle transportation or any of 
the other side lines. The burning 
ratio for 1932 was 48%, which was 
higher than the low of 41% estab- 
lished in 1929 but substantially 
lower than that for the first de- 
cade of the present century, when 
it was 65%. The effect of the low 
average rate of premium, combined 
with a fairly high burning ratio and 
the falling off in premium volume 
in 1932, produced a loss ratio of 
61.5%, the highest in years. 


New York produced the greatest 
premium income, its $73,776,000 
being almost equal to the combined 
premium income of the four mid- 
western states of Ohio, Indiana, 
Illinois and Michigan, $74,214,000. 
New England and the Middle At- 
lantic states, those north of the 
Potomac River, produces more 
than 40% of the premium income 
of the entire country. 


The state with the highest loss 
ratio last year was South Carolina 
with $93.80 of every $100 of pre- 
mium being paid oyt. The most 
profitable section of the country 
was the District of Columbia with 
a loss ratio of only 20.5%. 


Rates were highest in Alaska 
where the cost was $1.61 per $100 
with Mississippi a close second at 
$1.40. Even with these rates the 
Mississippi business proved un- 
profitable since the loss ratio was 
93.4% and the burning ratio was 
$1.31, the highest in the country. 


The lowest average rate was 
that of the District of Columbia 
where it was only 45c per $100. 
The burning ratio in the District 
was also the lowest in the countrv. 
being only 9c as contrasted with 
the average burning ratio for the 
entire country of 48c. 


For the period between 1900 and 
1932, thirty-three years inclusive, 





the average rate of premiums was 
99c, the burning ratio was 52% and 
the loss ratio 52.4%. 


Fire Loss FIRE losses in the 
Again Declines United States in 
April were $27,- 
825,970.00, a decrease of $15,996,- 
263.00 or 36.5% from the total for 
April 1932. This is the smallest 
monthly fire loss since April 1929. 
For the first four months of 1933 
the total loss was $135,356,000 as 
compared with $172,060,000 for the 
first four months of 1932. Every 
month of 1933 has shown a lower 
loss than that for 1932 but the de- 
cline has been especially marked 
during the past two months. 


North Carolina The depository law 
Deposit Law passed at the last 
Causes Com- session of the 
panies to North Carolina leg- 
Withdraw islature has result- 

ed in the withdraw- 
al of twenty-two companies from 
that state. These companies are 
the American Casualty, the Bank- 
ers Indemnity, the Central Surety, 
the Eagle Indemnity, the Fire- 
men’s Fund Indemnity, the Gen- 
eral Indemnity, the Home Indem- 
nity, the London and Lancashire 
Indemnity, Merchants Mutual, the 
New York Casualty, the New York 
Title and Mortgage, the Norwich 
Union Indemnity, the Royal In- 
demnity, the Standard Accident, 
the Standard Surety, the Sun In- 
demnity, the Title Guarantee and 
Insurance Company, the United 
States Guarantee, the Utica Mut- 
ual, the Western Casualty, the 
Western Casualty & Surety and 
the Zurich General Accident & 
Liability Insurance Company. It 
is believed that the law will be 
amended in the near future in an 
effort to make conditions in the 
State more acceptable to the car- 
riers, 


New Edition of THE 1933 edition 
Insurance Alma- of the Insurance 
nac in Circulation Almanac, filled 

as always with 
varied information on the companies 
and personalities that make up the 
insurance business, has been released. 
Information of every character on 
fire, life and casualty insurance is to 
be found within its covers and every- 
one whose work requires that he 
have accurate facts on any and every 
phase of this insurance business at 
his fingertips will find it an invalu- 


able aid. 
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‘Palmer Banquet A Pre-Convention Function 
New Commissioner of Illinois Tendered Dinner 


N incident which occurred in in- 
A surance circles during the past 

month that deserves more men- 
tion than the insurance press in gen- 
eral gave it, was the banquet tendered 
to the new Commissioner for Illinois, 
Ernest Palmer, at the Stevens Hotel, 
preceding the meetings of the Na- 
tional Convention of Insurance Com- 
missioners. Certainly few gather- 
ings of the kind in America have 
brought together in harmonious 
companionship such a large number 
of representatives of groups allied 
with diverse interests in the business. 
From start to finish the function was 
a true “feast of wit and flow of 
soul.” Under the ministrations of 
Charles Burras, beau ideal of Chi- 
cago raconteurs, the banquet proceed- 
ed with a sprightly step. While a 
great deal of persiflage and loudly 
applauded entertainment was inter- 
spersed during the evening, the fact 
was never lost sight of for a moment 
that the occasion was for the pur- 
pose of giving recognition to the hon- 
ored guest. Celebrities of the insur- 
ance world were out in force and 
commissioners under the leadership 
of President Garfield W. Brown were 
seated at the speakers table. 

OowfoS 


OMMISSIONER Palmer being 
an inveterate teller of after- 
dinner stories himself, inspired sev- 
eral of the speakers to emulate him, 
much to the delight of the audience, 
but in all of the addresses there was 
a tone of serious thought. The ex- 
cerpts printed below give emphasis 
to the inner meaning of the occasion 
which was to wish Commissioner 
Palmer success in his hard task of 
administering the insurance affairs 
of the State of Illinois, and to pledge 
the cooperation of the insurance fra- 
ternity to that end. 
OO<> 
OUIS E. YAGER, President of the 
Chicago Board of Fire Underwriters, 
in a graceful introduction said in part: 
“In all of the history of insurance in the 
city of Chicago, I fail to find anyone who 
can recall a similar instance where all of 
the various groups of insurance joined 
forces in a get-together dinner—the fire, 
life and casualty groups, the stock, mutual 
and fraternal companies and organizations. 
“Tt has been suggested on several oc- 
casions that a coordination of these sep- 
arate and distinct groups might be of 
much expedience and importance. As 
there is not very much likelihood of this 
being accomplished, we have demonstrated 
here tonight that our interests have so 
much in common that we can, when ne- 
cessity requires, assemble on a moment's 
notice, as we have on this joyous occasion, 


“The business of insurance is of such 
vital importance, is so high-toned in its 
character and so representative in its mini- 
strations that we may well congratulate our- 
selves for being connected with it. 


“So we have gathered together on this 
occasion, all of the interests to show our 
deep appreciation of a most popular and 
worthy appointment. We do not expect any 
favors. We know, however, that the pres- 
ent incumbent will live sacred to a principle 
of trust; that the people of the state of 
Illinois, in so far as their interests are 
to be safeguarded, will, under this admini- 
stration, have the most serious and capable 
consideration, and, likewise, that the im- 
portant and necessary business of insur- 
ance which furnishes a livelihood to so 
many citizens of this state must and will 
naturally receive fair and impartial treat- 
ment.” 

Toastmaster Burras paid a well deserved 
compliment both to the next speaker and to 
the organization of which he is the head, 
in the following: 

“It is my very great pleasure at this 
time to call upon the first speaker of the 
evening. He represents this great organi- 
zation, the National Convention of In- 
surance Commissioners. We, indeed, 
have been fortunate during the past few 
years in that this body has been so intelli- 
gent in its treatment of the insurance 
problems. The Insurance Commission- 
ers Convention has supervised, but not 
imposed. They have ruled, but not ruined. 
They have exercised admirable restraint 
under mutch criticism, and, withal, have 
exhibited that spirit of helpfulness and 
cooperation in the solving of the problems 
of our business which makes every man 
engaged in the insurance business, not only 
in the state of Illinois but throughout the 
nation, deeply indebted to that body.” 

Honorable Garfield W. Brown said in 
substance: “The Commissioner will find 
that the office which he has recently stepped 
into is not the easiest in the world. He 
will find (in fact I know he has already 
found) that he will have more than his 
share of critics. 

“However, Commissioner Palmer, I have 
witnessed all evening a marvelous tribute 
that is being paid you. While I have 
known you but a short time, I can see 
that all these friends who have turned out 
to greet you tonight do know you; they 
expect a great deal of you. 

“As President of the National Conven- 
tion of Insurance Commissioners, I take 
great pleasure not only in welcoming you 
into our organization but at the same time 
I wish to express on behalf of each indi- 
vidual Commissioner the hope and the 
feeling that during the years that you re- 
main in this position, you will be able to, 
and you will, serve the public of your state 
and of the nation (because insurance is 
overlapping) with high ability and with 
great satisfaction to these, your friends, 
and to the other citizens of your state.” 

A. V. Gruhn, General Manager of the 
American Mutual Alliance, said in brief: 
“In my judgment, and I am sure most of 
you agree with me, one of the first re- 
quisites of a good Insurance Commissioner 
is ability, intelligence, honesty, fearless- 
ness, a judicial temperament, the ability to 
think straight under trying circumstances, 
and the courage and the. will to act when 
action is necessary. 
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“An Insurance Commissioner’s fellow 
Commissioners must depend upon him to a 
very large extent and must charge him 
with a responsibility for the conduct of 
the companies in his state. As he fails in 
the responsibility to his public, so do the 
Insurance Commissioners of other states 
fail in their responsibilities to their public. 


“We think we have the man. Some of 
us who know him best would say that we 
know we have the man. His record in the 
next three years will determine that fact, 
and we look forward with great hope to 
Illinois occupying that rank in the National 
Convention of Insurance Commissioners 
which it occupies in this country generally, 
as a state.” 

Herman A. Behrens, President of 
the Continental Assurance Company, 
summed up his tribute by saying: “I have 
been asked, on behalf of my fellow work- 
ers in this state who are engaged primar- 
ily in the business of life insurance, to ex- 
tend to him the assurances of our sincere 
cooperation in everything that he is going 
to undertake in continuing to keep the 
business of life insurance on the high 
plane that it has always been.” 


Walter H. Bennett, Secretary and 
General Counsel of the National Associa- 
tion of Insurance Agents, among his other 
words of appreciation, spoke as follows: 
“I know of no supervising official in the 
nation, in the past decade, that has entered 
into this high and honorable office where 
more things have been said about him than 
this guest of honor of ours tonight. 


“T happen to know this man in whose 
honor we have gathered here tonight. I 
have known him these many years. I have 
learned to admire him and esteem him and 
to love him for what he is. He is one of 
the forthright, upstanding, square-shoot- 
ers of the nation. We need him in the 
insurance business. We have plenty of 
them now, perhaps, but we need more such 
men that can see with a clear eye, that can 
think with an untrammeled brain, that can 
visualize the problems that lie on ahead, 
because they are going to be serious. 


“T am confident, and I make the predic- 
tion without any hesitancy in the world, 
that so long as we are supervised and 
guided and led on the way by men of true 
vision and clear instinct and right purposes, 
such as the man we are honoring tonight, 
we will come out on top.” 


Walter D. Williams, President of the 
Western Underwriters Association and 
Vice-president and Western manager of 
the Security of New Haven, voiced the 
cooperation of the stock group in stating: 
“You are fortunate in coming into office 
not only with the high purpose but with the 
background of practical knowledge and 
experience of many years behind the in- 
surance scenes. You know from that ex- 
perience the problems of the business, the 
character of the people in it, their ambi- 
tions, their integirty of purpose. You know 
from that experience the problems of com- 
petition and the necessity of its control 
along reasonable and proper lines, that the 
good of competitive activity may be re- 
tained and its evils restrained through 
regulations within the business itself, and 
that those problems, both in our relations 
with one another and in their relations to 
the public good, can best be solved through 
that self-regulation. 


“T bring to you, Mr. Superintendent, the 
congratulations of the stock fire insurance 
companies, and I pledge you their coopera- 
tion, not only in making your administra- 
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tion the success your friends are sure it 
will be, but also a lasting credit to you 
and to the state of Illinois.” 

Oscar E. Aleshire, National Treasurer 
of the Modern Woodmen of America, 
concluded his remarks by declaring: “We 
of Illinois are proud that we have as In- 
surance Superintendent in this state a man 
so capable, honest and unentangled as 
Ernest Palmer.” 

Commissioner Palmer’s response fur- 
nished a happy finale to an interesting eve- 
ning. Following are a few excerpts from 
significant paragraphs: “You gentlemen 
know what is going on. You didn’t come 
here to hear any news about the insurance 
business. You know that for ten years 
I worked for and with the insurance com- 
panies, and for the next ten years I worked 
for and with the insurance agents, and 
most of you know that I am just a lawyer, 
pure and simple, with the accent on the 
simple. Now for a few years (some 
speaker said ‘three’ but I thought my term 
was for four years) I expect to work for 
and with the common people, the policy- 
holders. My ambition, of course, is to so 
conduct the department that I will not lose 
the confidence and respect of either of my 
former associates while winning the confi- 
dence and respect of my present employ- 
ers—the people. 

“I have never been on the public pay 
roll. It never occurred to me up until a 
few months ago that I ever would be on 
it. It gives you a peculiar feeling, if you 
have any conscience, to realize that you 
are working for the people of the State 
of Illinois and attempting to do something 
for them and in their interest. 

“With regard to the insurance business, 
in all simplicity I have but three resolu- 
tions. 

“There are three things that I would 
like to see accomplished in this state dur- 
ing the next three years: 

“One is that our own Illinois insurance 
companies may be sound and _ honestly 
managed, and that no company of another 
state, that is not so run, may be admitted 
to sell business to the people of this state. 

“Second, that the policy contract shall 
be fair and reasonable, and that the public 
may get what they pay for in that contract. 

“Third, which is a corollary to that, that 
everyone who sells or seeks to sell insur- 
ance to the people of this state shall be 
honest, competent and well qualified and 
licensed by the state so to sell. 

“My every official act will come to the 
counter of public opinion wrapped in cello- 
phane, so that everyone may see it.” 
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Compensation 
Viewpoints 
(Continued from Page 18) 


lower-rated classifications, failure to 
collect full payrolls” and all the rest 
of the schemes devised to cover up 
outright rate cutting, which result in 
such a huge loss of possible revenue 
(not to mention the unfairly dis- 
criminatory effect on the insuring 
public) be laid to the rate making 
methods. They constitute an evil 
specifically chargeable to the compa- 
nies and one which can be and must 
be corrected if any appreciable im- 
provement in results is to be had. 

Rate administration should not 
only be controlled through the ex- 
tension of the present machinery, or 
its equivalent, to the so-called open 
states, but the companies should get 
together with the insurance commis- 
sioners on an effective program de- 
signed to check and prevent distor- 
tion of rates and rules, Self-imposed 
regulation in this respect will not 
work. The influence and the power 
of the insurance commissioners in- 
dividually in their own states sup- 
ported by statutory enactments, if 
necessary, and collectively in the Na- 
tional Convention of Insurance Com- 
missioners must be invoked if control 
of abuses is to be made effective. Not 
until such an effort is honestly and 
seriously made will confidence on the 
part of the insurance commissioners 
and the insuring public be restored. 
For obviously public endorsement 
and approval of rate programs even 
when based on actual experience, 
cannot be expected when the com- 
panies demand large increases on the 
one hand and on the other pass out 
favors to certain preferred risks in 
the way of reductions by means of 
rate manipulation. 








Two Former Commissioners 
Taken By Death in Month 


H. O. Fishback, former Washing- 
ton insurance commissioner and for- 
mer president of the National Con- 
vention of Insurance Commissioners, 
died at his farm home Sunday from 
complications following a cold. He 
is survived by Mrs. Fishback and 
three sons. 

Commissioner Fishback was first 
elected to office in November, 1912, 
but was defeated at the election last 
year. He was the Dean of the insur- 
ance commissioners at the time he 
retired from office and was one of the 
best liked of the insurance commis- 
sioners. 


Don C. Lewis, former Insurance 
Commissioner of South Dakota who 
had been reappointed to take office 
July 1st, died at his home at Pierre 
June 27th. Mr. Lewis for the last 
two years has been at times unable 
to carry on but subsequently seemed 
to rally and it seemed highly desir- 
able to restore him to his old office. 


Mr. Lewis was born October 14, 
1884, in Wisconsin. He was edu- 
cated at the State Normal School at 
the University of Minnesota. He 


became a local agent at Highmore, 
South Dakota, in 1918 and was ap- 
pointed insurance commissioner in 


July, 1927. 





T would seem that all of the carri- 

ers writing compensation should, 
in addition to the efforts which every- 
one knows they are making to re- 
duce expenses within their separate 
institutions, get together in a real 
effort to curb the rising trend in hos- 
pital and other medical costs, and to 
reduce them if possible. Likewise 
they should cooperate in a workable 
program looking to a solution of the 
occupational disease problem. Such 
steps as have been taken in this di- 
rection should be accelerated, as 
should the program already agreed 
upon to reduce the number of manual 
classifications. 

Practically all of these readily ap- 
parent remedies Mr. Greene over- 
looks as he turns to the life insurance 
structure for the solution to the 
problem of underwriting losses. He 
makes many interesting comparisons, 
but in recommending that the stock 
compensation companies adopt the 
life plan of operation, he misses the 
point that under such a program, the 
mutual companies have cornered 
more than ninety per cent of the life 
business. 

In suggesting the dividend plan of 
operation to the stock carriers he 
omits an explanation of how a policy- 
holder who receives a dividend (if 
perchance he should receive one) on 
compensation insurance is to be an- 
swered when he questions his failure 
to receive some return on his auto- 
mobile insurance and other forms of 
coverage and why agency costs 
should not be radically reduced on 
all lines of insurance. Then, too, 
there are many other questions which 
naturally arise in connection with 
Mr. Greene’s various suggestions, 
but space will not permit of going 
into them all. 

In reality, when one gets right 
down to a rock bottom summation of 
Mr. Greene’s analysis of the prob- 
lems of the stock compensation com- 
panies, one finds that the main trou- 
ble is the tough competition of the 
mutuals. He knows that this compe- 
tition cannot be eliminated under 
any circumstances, nor by any sort of 
devious rating scheme, nor any form 
of propaganda. His remedy suggests 
a form of plastic surgery in the na- 
ture of face lifting to remould the 
stock compensation organism into 
something that looks as nearly like a 
“mutual” as possible. 


We are afraid such a rebeautifica- 
tion would not stand the strain of 
competition. The public would be 
better served by a complete switch 
to the mutual type of insurance or- 
ganization, If eventually, why not 
now? 











Cancellation Notice 


(Continued from Page 27) 

“The fire which caused the loss in- 
volved in this litigation occurred on Oc- 
tober 1, 1928, at about 3:30 P.M., at which 
time the defendant insurance companies 
became liable under the terms of the pol- 
icy. The defendants contend that the in- 
surance was taken away from them at 
noon on October 1, 1928, and was trans- 
ferred to the Standard Insurance Company 
of New York. In other words, the de- 
fendants contend that the insurance had 
been transferred from them to the Stand- 
ard Insurance Company a few hours be- 
fore the fire, although they did not receive 
the request to cancel the policies until 
after the fire and at a time when the 
liability had accrued and when the rights 
of the parties were fixed and could not 
be changed. 

“The plaintiff claimed the full amount 
of the loss from the Standard Insurance 
Company and seems to have treated the 
defendants’ policies as cancelled to the 
extent of collecting the unearned premium 
upon them as of October 1, 1928, at noon. 

“The standard form of fire insurance 
policy used in this State, as prescribed by 
section 121 of the Insurance Law, is also 
required to be used in the State of 
Louisiana. The policies in suit being in 
that form provide that ‘this policy shall 
be cancelled at any time at the request of 
the insured.’ * * * 

“The insurance policies in question pro- 
vide that they will not cover property 
insured more generally than by the poli- 
cies themselves. It is also the contention 
of the defendants that these provisions 
were effective on September 26, 1928, be- 
cause of the issuance of a binder of other 
insurance on that day and that therefore 
from September 26, 1928, their policies 
were not in force. 
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Oppose Federal Power 
Over Bankrupt Cities 


The Chamber of Commerce of the 
United States placed itself squarely 
on record against giving the Federal 
government power to liquidate bank- 
rupt municipalities at its Twenty- 
first Annual Meeting in Washington, 
on May 5. After giving the subject 
thorough consideration, the Chamber 
adopted a resolution which read: 


“Legislation has been enacted for 
exercise in new ways and forms of 
the powers of Federal government 
with respect to bankruptcies, and 
further legislation is under consider- 
ation. In the recommendations of 
the special committee we entirely 
concur. We do not believe that there 
should be an attempt to have Federal 
legislation extend to municipalities, 
since methods dealing with munici- 
palities in active or prospective de- 
fault upon their obligations should 





“The law seems to be well settled that 
a request for cancellation is not effective 
until delivery to the insurance company or 
its authorized agent is made, and that 
such delivery does not result from a mere 
deposit of the request to cancel in the 
mails, * * 

“There appears to be no doubt but that 
the policies sued upon were in full force 
and effect at the time of the fire, and that 
the defendant’s liability thereunder at- 
tached before any cancellation thereof. 
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be left to constructive action on the 
part of the individual State, of which 
the municipalities in question are in- 
tegral parts. We believe that the new 
legislation enacted earlier this year 
should be extended to permit relief 
for private corporations, in order that 
in appropriate cases there might be 
readjustment and reorganization on 
the same basis, and under the same 
safeguard, as in the case of unincor- 
porated individual enterprises.” 


In adopting this resolution the 
Chamber had before it the report of 
the Committee on Bankruptcy which 
had been prepared in March, which 
indicated that any legislation allow- 
ing municipalities to take advantage 
of a Federal bankruptcy statute 
would be followed by the repudia- 
tion of municipal obligations and the 
destruction of municipal credit. The 
committee report also pointed out that 
there is no necessity for Federal ac- 
tion, since in a number of states the 
situation has been met by state laws 
and in others the current economy 
campaigns are so reducing govern- 
mental expenditures that it seems 
possible that insolvency can be 
avoided. A special report prepared 
by the committee just before the May 
meeting, took up the specific provi- 
sions of the Wilcox bill introduced 
at the last session of Congress and 
condemned it as unsound. 
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CHARTERED 1842 


ATLANTIC MUTUAL INSURANCE CO. 


HOME OFFICE: ATLANTIC BLDG., 49-51 WALL ST., NEW YORK 
CHICAGO OFFICE: 175 WEST JACKSON BLVD., CHICAGO, ILL. 


BRANCH OFFICES: 
BOSTON CLEVELAND PHILADELPHIA BALTIMORE 


MARINE INSURANCE 





INLAND YACHT 














TRANSPORTATION 
The largest Company in the United States writing exclusively Ocean 
Marine, Yacht, Inland Marine and Transportation insurance on a Mutual 
Cash participating plan. Profits are shared with the assured. Policies are 
non-assessable, no policyholder being liable to the Company except for the 
payment of premium. 
Latest Dividend 15% 
Property Insured to the Value of Over $42,000,000,000 
Dividends of Profits to Policyholders of Over $120,000,000 
Losses Paid Over $188,000,000 


A GOOD POLICY TO SELL 


Accepts business from brokers and pays commissions in the same manner as other companies. 
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INVESTMENT = 


| ated laymen realize the importance of the investment of funds in the 
operation of an insurance company. Not more than one prospective 
policyholder out of a thousand inquires into this aspect of a company they 
are considering. 

Investment at The investment policy of an insurance corporation is perhaps the one 
Stevens Point most important link in its chain of protection to policyholders. It is in 

As of December 31, 1932, the @ddition an important source of revenue. 
Hardware Mutual Casualty Com- Mutual companies have made an outstanding record in the investment 
pany had over $3,500,000.00 in- of funds. This has made itself particularly manifest in the past two years, 
Saale SA ee ee security values have had the most marked shrinkage in history and 


rating. Not one dollar of prin- ~~ a . 
cipal or interest was in default. disaster has left few private or corporate investment structures untouched. 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 
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Departme? 


Atlanta. Ga. 
Boston, Mass- 
Dallas, Texas 
MinneaPe is, Minn 
Winnipes 


‘ 
An American 3.) Institution 
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A Remarkable 


Investment Portfolio!” 


URING 1932, when security prices gen- 
erally declined the investment portfolio 

of the “L-M-C” appreciated substantially in 
value. In the same year policyholders of this 
company received $2,726,144.61 in divi- 
dends, representing actual savings on the cost 


of their insurance. 


Strict adherence to the proven principles of 
sound insurance practice has made possible 
the unbroken “L-M-C” record of annual in- 
creases in premium income, assets, legal re- 
serves, surplus and dividends to policyholders 


for two decades. 


The “L-M-C” financial statement reflects the 
true condition of the company as of Decem- 
ber 31, 1932, the net surplus being based on 
actual market values of securities owned. 
Write for a copy of our 1933 Annual Report. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, President 
MUTUAL INSURANCE BUILDING CHICAGO, U. S. A. 


AUTOMOBILE, COMPENSATION AND GENERAL CASUALTY 
INSURANCE UNDER DIVIDEND-PAYING POLICIES 


Associate Company Under “L-M-C” Management 
AMERICAN MOTORISTS INSURANCE COMPANY 





